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Girl in charge of loose ends 


The loose ends we’re talking about are tiny 
bits of tobacco that can fall into your mouth, 
your purse or your pocket. This young lady 
makes sure that American Tobacco Company 
cigarettes are as free from annoying loose 
ends as possible. 

Sample quantities of these cigarettes come 
regularly from the production lines to The 
American Tobacco Company’s Research 
Laboratory. The cigarettes are tumbled and 
bounced for a prescribed period of time in the 


laboratory’s “‘loose-ends machine’”’ (see inset 
After this shake-up, any tobacco that has 
fallen from the cigarettes is carefully collected 
and weighed. If the amount ever exceeds the 
small minimum allowed, the cause of the excess 
is traced and eliminated. 

This is one of the many hundreds of labora- 
tory tests made daily. It’s another example of 
the ceaseless attention to detail that helps 
maintain the superior quality of The American 
Tobacco Company’s cigarettes. 


FIRST IN CIGARETTE RESEARCH 


LUCKY STRIKE + PALL MALL + HIT PARADE - HERBERT TAREYTON ~ FILTER TIP TAREYTON 
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AREA RESOURCES BOOK 


explains why the 
orea we serve 
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DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 
day declared a quarterly 
cash dividend of 45 cents 
per share on the comimon 
stock of the Company, pay- 
able June 5, 1957 to stock- 
holders of record at close 
of business April 29, 1957 





LOUIS B. GRESHAM, 
April 9, 1957 Secretary 














How to move material faster and 
cheaper is a two-way challenge: to 
you who own the material—and to 
Clark to provide methods and 
machines that solve the problem. 
Scrutinize your handling system— 
then talk to Clark. 


Clark Equipment CLA RK 
Company 


Buchanan, Michigan. Ma'L Edt ae 























ANACONDA... more than copper 


\ 


plays a hero’s role in Television 


Where things made of iron and steel 
must fight off rust and corrosion, 
you’ll find tiny amounts of cadmium 
playing a man-sized part. A few ten- 
thousandths of an inch of cadmium 
plating is often adequate to guard the 
chassis of a TV set. 


Cadmium plating adds years of 
useful life, too, to components of other 
appliances and machines, to hardware 
used outdoors... 


Manufacturers like cadmium be- 
cause it’s often cheaper and faster to 
plate with than other metals and be- 
cause it solders easily. There are other 
reasons why this friendly metal is in 
big demand. Cadmium alloys make 
superior high-speed bearings for cars, 
boats, planes. It’s the base of the finest 


pigments of yellow, red, and orange 
for use in paints and ceramics. 

Cadmium is found in ores mined 
chiefly for zinc and lead, and Ana- 
conda is a leading producer of these 
major metals. Because of this, and 
because of skills developed by Ana- 
conda in extracting it, Anaconda is 
also a leading source of cadmium. Of 
the 9.5 million pounds refined in the 
United States in 1955, Anaconda 
produced 17%. 

In fact, Anaconda offers industry 
the world’s most extensive line of 
metals and metal products in the 
whole non-ferrous field. Anaconda and 
its manufacturing subsidiaries are 
leaders, too, in helping industry find 
ways to use these products with 


greater efficiency and profit. 56286A 






The 


pNP Note} tay \ 


Company 


The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 
International Smelting and 
Refining Company 
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THE UNRECKONED COST... It is now becoming in- 
reasingly clear that we are going to pay a very 
igh price for the kind of diplomacy which forced 
ritain and France to withdraw from Suez. 

This action, and our continued temporizing with 
gypt has created broad areas of resentment in 
Vestern Europe that will surely bring retaliation 
n the form of economic and political barriers there 
nd around the world—in a way that is bound to 
eriously hurt our position—our prestige—and our 
ternational trade. 

Anyone at all familiar with the European psy- 
hology knows their capacity for resentment. De- 
pite the quarrels they have with each other, and 
hey are legion,—they are actually one big family 
yho will take out on the other fellow the chastise- 
nent administered by an outsider, and the United 
tates is an outsider as far as these people are 
oncerned. 

Our handling of the Suez situation, and the lack 
f confidence engendered, has driven Western 
urope to combine their interests in a common 
arket which sets up a series of barriers of various 
inds against the outside. 
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The Trend of Events 


benefiting politically from the desirable “third 
force” inherent in a United States of Europe, we 
seem to have cut our ties—and furthered the neu- 
tralism of Western Europe, giving Russia a propa- 
ganda victory of the first order. 

We have called attention to this situation again 
and again in the past several months, and in our 
March 30th issue we ran an elaborate story, under 
the heading “Impact of the European Common 
Market on U.S. Exports and Investment Abroad”, 
in which Mr. Walter H. Diamond listed the various 
multilateral trade units that are being formed in the 
Far East, in South America, the Scandinavian Coun- 
tries—and most recently, an economic union to in- 
clude six Western Mediterranean countries—lItaly, 
France, Spain, Morocco, Algeria and Tunisia. 

There have been vital reasons for the formation 
of these unions, but until we forced Britain and 
France to withdraw from Suez there had been 
great hesitation. Now a movement is going forward 
which may well result in a common market for 
these various groups of nations, with tariff barriers, 
import taxes, licensing and other restrictions against 

outsiders, including the 





foreover, their example has 
cted as a spur to the forma- 







stand to lose everything 
oped to gain through the 
shall Plan, for which bil- 

of dollars have been 





We call the attention of the reader to 


able market analysis of importance to 
investors and business 
abreast of the forces that may shape 
tomorrow’s markets, 


United States. 
We are now being asked to 
funds 


ion of trade consortiums | our Trend Forecaster, which appears as | authorize foreign aid 
round the world that are | q@ regular feature of the Business Ana-| to combat economic factors 
lar in character. Thus, lyst. This department presents a valu-| Which had once been basic 


tenets of our foreign policy. 
In other words, the taxpayers 
are being asked to bail out this 
unrealistic policy which has 


men. To keep 


don’t miss this 

















Bpenit. created a great avalanche of 
' regular feature. , . ee ; 
Furthermore, instead of 9 f resentment and hatred against 
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us—and may affect the position of the United States 
for the next generation. 


NO STOCK SPLIT FOR A. T. & T....In our compre- 
hensive study of American Telephone and Tele- 
graph Company in our May 12, 1956 issue we 
stated, “...there is only the remotest prospect of 
the company increasing the dividend or splitting 
the shares in the foreseeable future. One of the 
hardiest perennials is the rumor in the financial 
community that the company will do either or both 
of these things ‘at the next meeting of directors’ or 
‘this year’.” 

We commented further that those “who deal in 
facts rather than rumors, know that management 
is against either a split or a dividend beost at this 
time.”’ 

The unprecedented action at last week’s stock- 
holders meeting in emphatically turning down a 
4-for-1 stock split proposed by a minority interest 
substantiates our opinion of the mature conserva- 
tism of the people who own the shares of this great 
corporation. 

Most investors know that a stock split does not 
add any plums to the corporate pie in the form of 
increased assets or earnings power...it merely 
divides their slice of the pie into smaller sections. 
It is refreshing to see stockholders forego a transi- 
tory stimulant to their shares—which after all has 
nothing to do with their true value—in order to 
maintain the stock’s unique investment standing. 

The success of A. T. & T.’s financing demonstrates 
that it does not require a lower priced stock to at- 
tract new capital. The need for continuous financing 
remains, however, if the company is to meet the un- 
filled demand for telephone service that exists to- 
day. This fortifies our other conclusion that the 
$9.00 dividend will in all probability not be raised. 


POSTSCRIPT TO HERODOTUS... Over the portico of 
the Main Post Office in New York City is carved 
Herodotus’ famous quotation, “Neither snow, nor 
rain, nor heat, nor gloom of night stays these 
couriers from the swift completion of their ap- 
pointed rounds”. Irritated New Yorkers in the past 
week have mentally added the postscript, “... but 
Postmaster General Summerfield did the trick by 
kicking up a financial storm of his own”. 

The temporary halt in Saturday mail—the reduc- 
tion of business mail deliveries—and the threat of 
abandoning 3rd class mail service and sale of money 
orders ...introduced a note of interference in the 
business and personal affairs of all of us which was 
quick to arouse indignation. 

We do not want to over-simplify the problem of 
a service with half a million employees, extending 
through all parts of the nation, and we recognize 
that reasonable men may differ over the best solu- 
tion to these problems, but we are amazed at what 
appears to be rank mis-management, for the post 
office was granted the full amount of the original 
appropriation requested by Postmaster General 
Summerfield to cover the fiscal year ending June 
30, 1957. Apparently he was either unable to esti- 
mate his needs accurately (despite the fact that he 
has been at the helm since 1953), or spent too much, 
so that he could not provide service without addi- 





tional funds. That he should have allowed the affair 
of so essential a department to deteriorate so fa 
before taking steps to correct them is really inde. 
fensible. 

Other nations have shown surprise and amuse 
ment over the fact that our great nation, noted foy 
its business super-efficiency, should provide such inj 
adequate service to its citizens. London has four de. 
liveries a day in business areas, and two in urbay 
areas—Japan makes deliveries seven days a wee 
and even in Moscow a postman rings four time 
daily. Here in New York there is but a single de 
livery in residential areas, while in the busine 
districts there are three deliveries on business days 
Frequently a letter posted on one side of town tikes 
two days to reach its destination less than a ali 
hour’s walk away. 

In addition to more frequent and efficient pcsta 
service, it must be noted that in some countries ‘his 
is provided at a profit. In others, mail servic: 
tied in with telephone and telegraph service so the 
entire system operates in the black. 

Admittedly, postal rates are scaled higher thar 
our own in many other nations, but, at the s.im 
time, it must not be overlooked that in addition t 
the postage we pay, our citizens, through taxes 
must make up the huge deficits incurred, which 
amounted to $463,000,000 in the past fiscal \ ear 
(a per capita cost of nearly $3), with an estim: te 
total deficit of $651,000,000 in the coming year 

It is time that Congress took a hard look at the 
Postal Department—its income and outgo—whether 
funds are being used to best advantage—or if econ: 
omies could be instituted. It might also consider 
whether some of the methods used abroad could be 
applied here efficiently. In any event, the safe an( 
speedy delivery of the mails is too vital a mater 
especially for the businessman, to be curtailed o 
left to methods meeting anything less than the most 
exacting standards. 


HEADLINE ECONOMICS... Last week, newspape 


Y the 








headlines heralded the fact that business output ha 
climbed to a new peak in the first quarter of 1957 
Those who scan the bold captions on news storie 
probably gained the happy impression that the econ 
omy is still soaring. 

Closer scrutiny of the small print, however, re 
veals that in actuality the rate of improvement hag 
slowed to a walk and the gain was the smallest for 
any three month period since the first quarter 0! 
1956. 

Furthermore, the improvement was almost en- 
tirely due to increases in the price level rather thar 
increases in the amount of physical production 
Bluntly stated, the boom has flattened out and ther 
are cautionary signs in a number of important in 
dustries. 

This comes as no surprise to our readers, who have 
been following the “Business Trend 


in business activity and the Trend Forecaster shoull 
be watched carefully for any further implications 
significant for the months ahead. 
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Forecaster’) 
which is found in every issue. For some month¥ 
now it has given clear indication of recessionary 
forces coming into play. Up to this writing, the inf 
dications are for only mild downward oe 
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the more realistic 
premium exchange 
rate) into govern- 
ment bonds. As of last 
week these bonds 
have become all but 
worthless and their 
holders have lost most 
of their accumulated 
savings. Mr. Krush- 
chev is quite wrong 
if he thinks a capi- 
talist can not under- 
stand the meaning of 


such a step. 


We certainly can. 
Only we call it fraud 


Y—pure and unadulter- 


ated fraud on the 
most gigantic scale. 


| Of course, the Soviet 
leader gave a reason 


for his action. But it 
was the kind of rea- 
son which, by com- 
parison, makes the 
worst excesses of late 
nineteenth century 
capitalism appear like 


As 9 See Jt! 


GRAND LARCENY — SOVIET STYLE 


= weeks ago when Russia’s top boss 
Nikita Khrushchev announced the government’s new 
monetary policy he brushed aside anticipated for- 
eigi reaction by saying, “just as a pig can never 
loos at the sky, so the capitalist can never under- 
stand our psychology.” 
don’t know about the pig but I beg to differ with 
the second part of Mr. Kruschev’s profundity. Since 
the end of the war Soviet citizens in all walks of life 





By JOHN CORDELLI 


installments over a period of twenty years. 

Since these bonds are not freely transferable and 
since the Soviet Union has no security market, such 
as we know it, where instruments of this type can 
be traded or used as loan collateral, for all practical 
purposes the owners of these bonds have simply 
lost their money. 

The effect of this will, of course, be felt by all 
income and age groups in the Soviet Union. But 

none will be hit worse 














than the older work- 

ers who for well over 

a decade now have 

been putting some six 

to eight percent of 
| their earnings into 
state bonds, with the 
| official assurance that 
they were investing 
| their savings in the 
| wisest and safest 
| way. Most of them 
had counted on these 
savings either for a 
specific purpose, such 
as buying a house 
which is possible in 
the USSR, or to draw 
on them after their 
retirement. Now all 
| this has come to 
naught. 

True, the Soviet 
Union is not the first 
country which has 
wiped out its citizens’ 
savings by govern- 
ment decree. It hap- 
pened in Germany 
and Austria after 








| Economic Report From Moscow World War I and II. 


© 1967, New York Herald Tribune Ine. It happened in post- 





socialist reform measures. 


He simply declared that the redemptions of earlier 
bonds and the payments to winning bondholders 
(under a lottery system which awards cash prizes 
to holders of bonds with lucky numbers) had be- 
come so high that the government would soon be 
forced to pay out with one hand what it was taking 


in with the other. In 


Kruschev’s view, “this is a 


vicious circle.” To break it, he declared a complete 
moratorium on all but one series of government 


jbonds for twenty to twenty-five years. During this 


period no bond can be redeemed regardless of its 
__} Maturity date and no interest will be paid. At the 
57) end of this vaguely defined period redemptions would 


__fnot be made in one lump sum but in equal annual 
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war Hungary even 
before the Communists took over and it also hap- 
pened in Japan following its military defeat. But in 
all these cases the government merely gave legal 
recognition to a situation which had already come 
into existence as a result of circumstances far be- 
yond its own control. Russia’s own monetary reform 
of 1947 could perhaps be justified along these lines. 

But why did its leaders undertake now, twelve 
years after the war, an action which is much more 
drastic, much more fraudulent and is bound to cause 
much more internal dissatisfaction than any of its 
previous monetary policies? The only answer which 
suggests itself is that the Russian economy is far 
weaker than is generally assumed, that the emphasis 
on heavy industry (Please turn to page 196) 
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Market Counting on 


With business activity still holding at a high 


Washington Hypos?| 


level, market sentiment is taking a more 


cheerful view than in some time. However, business is not rising; and neither are earnings 


and dividends in most lines. Prospects beyond 


nearby months remain uncertain. Basis for 


anything better, or worse, than a selective trading-range market over the near term is not 


evident. 


By A. T. MILLER 


IF you are holding Air Reduction, Florida 
Power, Merck or others among the minority of 
stocks which attained new 1956-1957 highs in re- 
cent days, this is still a bull market for your pur- 
poses. If you hold American Airlines, Industrial 
Rayon, St. Regis Paper, Textron or others which 
have recently fallen to new 1956-1957 lows, this is 
a bear market. It is, in short, a very highly mixed 
“market of stocks.” 

Yet the fact remains that the great majority of 
stocks stand well under their 1956, or earlier tops; 
and that most of them are still confined to the re- 
stricted range marked out since the end of 1956. 
With the exception of utilities, the “averages” are a 
goodly distance under levels which could be indica- 


tive of a reversal of the downward pattern est ib- 
lished by the zig-zag succession of lower tops ¢ nd 
bottoms seen since the spring of last year. More. 
over, the fundamentals needed for resumption of a 
sustained market advance are not apparent in pies. 
ent prospects for business activity. Generally sti tic 
earnings and dividends appear to be pretty amoly 
valued, rather than under-valued, as measured by 
price-earnings ratios, stock yields and the relation 
of the latter to bond yields. 


More Rally Possible 


If this interpretation is correct, a further per od 

selective, trading-range fluctuation, possi ly 
with some extension of the recovery 
swing from the February low point, is 


of 
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MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 











the best that we can envisage. Sertti- 
ment, which generally shifts more than 
the immediately visible facts can jus- 
tify, is much improved. There is less 
apprehension about possible business 
recession “around the corner’. Yet the 
improved sentiment rests on nothing 
more positive than the fact that the lull 
in business activity so far this year has 
not yet degenerated into a general re 
cession. It amounts to looking at the 
sunny side of an unchanged street. 

In this mood, everything is viewed 
more hopefully. “Even if there is a re 
cession, it will be mild and short.” - 
“The Government will not let things get 
out of hand.”—“‘Federal Reserve money 
policy will ease before long.”—“Spend- 
ing is not going to be cut enough to be 
deflationary.” — “Spending will be cut 
enough to assure a tax cut.” 

Of course, the Government’s powers 
to “keep things in hand” were the same 
at the 1956 top in stock prices as at 
the February, 1957, low. They were also 
the same—and, of course, not 100% ef- 
fective—at the tops and bottoms of all 
the postwar swings of the market and 
of the business cycle. Because the 1948- 
1949 and 1953-1954 recessions were 
mild, probably there has been some 
cumulative growth of confidence in Gov- 
ernment action as a stabilizing factor. 

Actually, the facts seem to be that, 
almost regardless of what the Govern- 
ment does, we are not likely to have 
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serve Board’s index of in- os 5 
dustrial production rose 
in about two and a half 
years from a low around 
128 to a peak of 147 last December, subsequently 
holding at 146 in each month of the 1957 first 
quarter. It is impossible to see forces which could 
put new life into the boom; and hard to believe that 
between the 1955-1956 business boom and the next 
one there will be only a flat stretch of road—no bumps 
or detours. Even if the lull continued through this 
year, with the production index in a narrow range 
for the first year since 1951, that would not rule out 
1958 recession. 

So far as future possibilities are concerned, it is 
somewhat beside the point that personal income and 
spending are at record levels, with the same true 
for the gross national product, for total outlays on 
new construction, and for business spending for new 
plant and equipment. Consumers are pretty well 
bought up. There is nothing in sight to equal the 
automobile and housing activity of 1955. Housing is 
depressed, demand for most home appliances poor, 
the over-all automobile picture just fair-to-middling. 
Therefore, the record level of plant- equipment out- 
lays is the key factor. Without this support, em- 
ployment and personal income would not be at peak 
levels, the strong spots in the consumer-goods seg- 
ment of the economy would be less strong, the soft 
spots would be softer. All indications are that plant- 
equipment outlays reached their peak rate in the 
1957 first quarter. They may hold at a high level 
through much, or even all, of the year as deliveries 
are made against high capital-goods order backlogs. 
But recession here is only a question of time—and 
no great time—because it has already begun (in 
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recessions, which, while 

molerate, can have sub- 71 

stantial effect on corpor- 

ate earnings and stock wut’ 

prices; and that there is 67 

no threat of serious de- ee 

pression anyway. 4 | Volume N. Y. Stock Exchange 
Following the mild LIONS OF SHARES 

1953-1954 recession, pre- aT || 

ceded, as in the present 2 

instance, by a tightening 

money market, the Re- : 
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some cases months ago) in new orders for machine 
tools, many other types of equipment and in heavy- 


engineering building contract awards. When it 
comes, later this year and/or in 1958, the economy 
will feel it; and need more than the probable 1958 
rise in roadbuilding and other public works to offset 
it. 

Equity Financing Heavy 


Due to decreased corporate liquidity, tight money 
and the relatively advanced level of stock prices, 
net new common stock financing, which increased 
almost 25% in 1956 to $3.3 billion, may break all 
past records this year. The market must absorb 
this, which means less money available for buying 
previously outstanding shares. In addition, there 
are increasing offerings of debentures convertible 
into common shares, plus numerous large secondary 
offerings of common stock. In general, the offerings 
have been well taken aided by the acquisition of 
investment trusts, pension funds and other invest- 
ment institutions. There is plenty of money around 
-but not enough to absorb the offerings and at the 
same time to bid stock prices dynamically above 
present levels. In the past, heavy equity financing 
has been characteristic of top market areas. 
Comparing industrial yields with those at the 1949 
and 1953 lows,the market now makes relatively little 
allowance even for mild business recession. We do 
not see anything like disaster for stockholders—or 
anything like big opportunity for new buyers. Our 
selective policy is unchanged. MONDAY, APRIL 22. 
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To Identify Secret Sources 


Of Foreign Capital Invested Here 


By JAMES 


Geonavess and disturbed Federal agencies have 
set out to identify secret sources of foreign capital 
invested in United States industry, fix the amount, 
discover the methods, and gauge the extent of com- 
munist infiltration into American business involved, 
including attempts to control defense material pro- 
duction. 

Subversion, tax avoidance, evasion of SEC regu- 
lations, and more, are to be spotlighted. At least 
three committees of Congress, the Securities and 
Exchange Commission, State and Commerce Depart- 
ments, have enlisted for the effort. The search will 
be global in scope with especial attention paid to 
Switzerland and her bank “secrecy statutes.” Earlier 
skirmishes to win the stated objectives have failed. 
Now the attack will be carried by a phalanx of 
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united Federal strength. 
assured. 
The Securities and Exchange Commission is cer: 


Yet, success is not at all 
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tain there is large-scale evasion of margin require | Corporate 
ments through borrowings from Swiss banks, using a 
the system of numeraled accounts, names of whos | 68 Gen 
owners are protected from prying eyes under pail | Long- 
of penal statutes. Short 
The Pentagon is convinced Soviet money is buying toe ~ ob 
extensively into defense plants in the United Statesill os 
employing anonymous stock ownership methods. | 1 
And the Internal Revenue Service is ready with Per 
evidence tending to prove that there are Americatl |. teatialie 
investors who are evading tax liabilities by employ+ q not dis 

ing Swiss bank accounts to handle their transactions) 

A Senate banking subcommittee under the chair: 
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anship of Senator Frank Lausche of Ohio, 
all Leopold D. Silberstein as an early witness. He 
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Silberstein, German-born financier, 





will 


vill be asked mainly about the operations of his 
enn-Texas Corporation in a series of interroga- 
tions that must of necessity open broad vistas. 


The Senate Internal Security Committee is im- 


of defense 


mediately interested in the marriage 
production to Moscow dollars. There is convincing 
evidence, proofs, on that score. 


Department is making a continu- 

tudy and so is the State Department, especially 
(German section which is on the trail of German 
rnment Bonds in the recorded series seized by 
Army invaders of Berlin, and now being offered 
alidation in the United States. 


A Senate subcommittee is sifting the Se 
stat 


ments and early testimony to find whether 

ld move into the investigative field: the ntl 
mittee on Trading With the Enemy Act viola- 
asked 


will be 





Government and private attorneys have been frus- 
trated in their efforts to pierce the veil of Swiss 
banking secrecy. Each time they came up against 
positive law forbidding Swiss financial institutions 
to disclose pertinent data — even to a friendly gov- 
ernment, and even though a purpose to suppress law 
violation was demonstrated. 

So it was with great interest that the legal pro- 
fession saw, in 1955, the basis of this refusal to 


disclose put to test in the U. S. District Court of 


the District of Columbia (Societe Internationale 
pour Participations Industrielles et Commerciales 


vs. Brownell). 

The facts in the case went back to an Alien Prop- 
erty Custodian seizure. A Swiss holding corporation 
sued to recover assets. In the course of pre-trial 
procedures, the holding company was asked to pro- 
duce records of its subsidiary, the Swiss banking 
firm of Sturzenegger & Cie., which records were in 
the plaintiff’s possession. 

The holding company declined on the ground that 





























































to explain the Fairbanks-Morse & Co., proxy fight. disclosure would violate Swiss law; then, later, on 
Millions of dollars changed hands in the process. The the ground that the Swiss Attorney General had 
SEC went all out to find whose money was used, them in his possession, having seized them to pre- 
where it came from. It ran into a stone wall. Sil- vent commission of a crime revelation). 
perstein protests he can’t be of clarifying help. But — , 
the Senators are interested. The financier visited Investigation Blocked by Swiss Secrecy Law 
Switzerland in 1955 shortly before the Union Bank The District Court Master ruled that the holding 
of Switzerland started buying Fairbanks stock which company could not reveal bank information without 
jt later resold to Penn-Texas. Son-in-law Peter’ violating law and that the company would not be 
Cats also made a trip to Switzerland; later he required to commit a penal offense. 
handled many Fairbanks stock transactions as a Article 47 of the Swiss Banking Act makes it a 
brokerage house customer’s man. He will be invited crime for anyone to elicit, and for the bank to dis- 
) testify. close, information contained in its records unless the 
Total Foreign Assets and Investments in the United States, 1950 and 1954 
(In millions of dollars) 
Western 
Western European 
Total Europe dependencies Other Europe 
1950 19541 1950 19541 1950 19541 1950 19541 
Direct investment 3,138 3,981 2,056 2,533 19 20 
Corporate stocks 2,925 5,254 1,995 3,660 61 118 14 17 
Corporate, State, and municipal bonds 181 304 123 209 1 6 
Other long-term 1,500 1,486 953 938 84 84 19 17 
U. S. Government obligations: 
Long-term 1,470 1,059 466 428 22 23 5 
Short-term= 3,733 6,225 518 2,452 44 16 1 2 
Private obligations: 
Deposits 5,831 7,437 2,413 2,856 131 195 20 17 
Other 681 1,022 417 705 70 15 22 2 
Total 19,459 26,768 8,941 13,781 432 477 76 60 
i Latin American Other foreign International 
t z | Canada Republics countries institutions 
alll] _ . - —___—___—_ 
| 1950 1954! 1950 19541 1950 19542 1950 19542 
Cerl| Direct investment 880 1,246 139 136 44 46 
1ireg| Corporate stocks 560 935 235 417 60 95 12 
sing | Corporate, State, and municipal bonds 28 1 16 49 7 1 6 18 
coll Other long-term 140 140 218 220 86 87 
hos U. §. Government obligations: 
pail Long-term 538 7 124 215 35 21 285 360 
Short-term2 543 1,018 62 57 333 167 1,460 1,675 
ying Private obligations: 
Deposits 393 654 1,549 1,829 1,255 1,798 70 88 
ales, Other 34 67 123 112 15 114 7 
ods. Total 3,116 4,078 2,466 3,035 1,835 2,339 1,821 2,160 
W ith —Preliminary. Source: 1950 data from U. S. Department of Commerce, Survey of Current 
ical —Includes the following estimated amounts of United States currency Business, May 1954, table 2, pp. 12-13. 1954 data from U. S. Department 
)] Vy" not distributed by area: 1950, $772 million; 1954, $838 million. of Commerce, Survey of Current Business, August 1955, table 2, p. 12. 
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customer whose secrecy rights would be affected 
consents to such disclosure. But if the bank pro- 
duced the records it would also have violated Article 
273 of the Swiss Penal Code which makes it a crime 
for anyone to elicit secret business information and 
to transmit it to a foreign official agency, or to a 
foreign organization or private enterprise. 

The facts and recommendation went to the Court 
which overruled the Master, declaring that the law 
of the forum (the place of trial) controls. The suit 
was dismissed, leaving the holding company with- 
out relief but still falling short of gaining disclosure. 

The Swiss law is predicated on the “right of se- 
crecy.” It regards disclosure by the bank (aside 
from its penal implications) to be similar to wire 
tapping, or opening the letters of another without 
permission of the sendee. This sphere of secrecy ex- 
tends to business secrets, such as goods, names of 
customers and business organization. The “banking 
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secret” is a jealously guarded one; it isn’t, as man 
have supposed, something conjured to defeat i 
quiry into recent investment tricks —it dates ba 
to 1935. In the early 30’s the international bankin 
crisis caused the Government to take inventory. Th 
Banking Act was revised and the closer supervisio 
entailed the secrecy requirement, Violation involv 
both civil and criminal wrong. 

Swiss banking secrets are so closely protect 
that annual audit reports are made to the Boa 
of Directors but not to shareholders; to do other 
wise would be to “reveal business secrets.” 

One of the predicates for the new law was 
attempt by Hitler to discover and gain control 
funds held by Germans abroad. 

A body of law has been built about judicial in 
terpretations of the Banking Act and the appr 
priate Penal Code provision. Elemental in thes 
cases is the fact that (Please turn to page 191) 
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Foreign Short-Term Dollar Assets Held in United States Banks as 
; (Position at end of month in thousands of dollars) 
- ————December 1950 ————______— —_———December 1955/ at 
U. S. Treasury U. S. Treasury r 
bills and Other bills and Other 
Deposits certificates short-term Total Deposits certificates short-term Total Pm 
Grand total 5,503,275 2,780,142 308,095 8,591,511 6,974,780 5,905,608 709,587 13,589,975 » 
Europe: io 
Austria 20,936 3,725 15,630 40,291 232,300 3,000 27,365 262,665 Vv 
Belgium 105,420 2,145 7,664 115,229 64,943 8,151 33,071 106,165 2 
Czechoslovakia 5,429 127 5,556 670 3 673 < 
France 171,937 85,435 2,582 259,954 283,178 741,240 54,437 1,078,855 ~ 
Germany, Federal republic of 160,632 58,219 2,759 221,610 263,221 1,081,301 109,564 1,454,086 D 
Italy 237,025 75,448 2,190 314,663 138,764 604,630 41,832 785,226 e 
Netherlands 167,323 16,281 9,878 193,482 75,833 78,994 9,852 164,679 % 
Poland 4,162 7 4,169 2,429 61 7 2,457 l 
Rumania 6,090 6,090 8,142 8,142 
Sweden 41,831 47,550 24,048 113,429 59,701 75,877 17,181 152,759 be 
Switzerland 416,084 32,792 97,072 545,948 448,142 180,324 121,315 749,781 18 i=) 
U.S.S.R. 4,015 3 4,018 695 9 704 yy 
United Kingdom 555,645 63,067 16,812 635,524 356,283 144,396 20,689 521,3¢8 Yr 
Other Europe 311,503 124,210 44,613 480,326 497,514 236,477 82,218 816,209 } 
Total, Europe 2,208,032 508,872 223,385 2,940,289 2,431,815 3,154,451 517,543 6,103,8C? 6 % 
Canada 361,653 529,480 2,495 893,627 580,755 464,458 26,711 1,071,924 l Nal 
Latin America: vw 
Argentina 294,682 26 7,050 301,758 136,052 1 1,852 137,905 < 
Brazil 210,353 15,650 226,003 125,555 853 16,857 143,265 ° ‘ 
Chile 79,414 119 79,533 93,337 1,821 95,153 eo, * 
Colombia 52,202 1,231 53,433 128,860 15 1,612 130,487 oe 
Cuba 208,241 35,300 15,528 259,069 212,246 37,945 2,432 252,623 > 
Mexico 194,744 6,235 5,668 206,647 400,455 11,000 2,170 413,625 a 
Uruguay 70,655 4,215 74,870 57,763 641 6,313 64,717 9 
Venezuela 79,702 5,228 52 84,982 261,002 2,654 440 264,095 
Other Latin America 296,112 23,755 6,416 326,283 443,762 22,223 29,024 495,00? b8 
Total, Latin America 1,486,105 70,544 55,929 1,612,578 1,859,032 75,332 62,521 1,996,885 5) © 
Asia: China mainland 80,369 1,472 81,841 35,639 342 259 36,24) 
Formosa 2 é > = 38,834 10 5 38,849 
Hong Kong 84,782 1,143 85,925 51,813 3 2,882 54,693 8% 
Indonesia 62,016 51,425 1,275 114,716 27,988 145,060 1,413 174,46 ; 
Japan 458,140 e 390 458,530 815,884 49,133 35,903 900,920 6b: 
Korea, Republic of 2 2 2 2 86,838 1,000 25 87,863 bo F 
Philippines 367,045 7,273 374,318 232,988 215 12,735 246,938 9?" 
Thailand 14,339 33,522 359 48,220 56,765 80,127 1,027 137,919 a 
Other Asia 193,615 1,151 6,325 201,091 460,194 28,679 11,965 500,838 of 
Total, Asia 1,260,312 86,098 17,087 1,363,497 1,807,943 304,569 66,214 2,178,726 4 , 
Other countries: > 
Australia 16,248 2,039 18,287 27,712 35,500 10,726 73,938 
Egypt and Anglo-Egyptian 91 0c 
Sudan 23,843 51,715 49 75,607 31,669 39,617 358 71,644 
All other 83,228 74,482 2,066 159,776 136,743 57,685 17,517 211,945 | 
Total, other countries 123,319 126,197 4,154 253,670 196,124 132,802 28,601 357,527 
International 63,854 1,458,951 5,045 1,527,850 99,111 1,773,996 7,997 1,881,104 va 
- — — — . —— — | 
1_Preliminary. Source: 1950 data, U. S. Treasury Department, Treasury Bulletin, May, 1951, p. 63 ae 
2_Not available. 1955, data, U. S. Treasury Department, Trasury Bulletin, February 1956, p. 64 t 
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Taking Current 


Earnings Figures 


Apart 


— Where Outmoded Accounting Procedures 
and Regulations 


Magnify or Distort Profits Reported 


By HOWARD NICHOLSON 


Over the past several weeks, readers of the 
business press have been subjected to the usual sea- 
sonal deluge of corporate earnings reports. And this 
year, as in most recent years, the deluge has seemed 
pleasant enough. 

According to preliminary indications, corporate 
earnings in 1956 added up to about $43 billion before 
taxes, and about $22 billion after taxes. These fig- 
ures are certainly impressively high: they compare 
most favorably with earlier postwar years, and they 
compare sensationally with earnings in 1929. In that 
supposedly halcyon era of American capitalism, 
the late 1920’s, corporate earnings before taxes were 
less than $10 billion, and after-tax income only about 
$8 billion. 

To the corporate shareholder, this sounds like 
undiluted good news. To labor, it may look as though 
the corporation is retaining as profit an inequitably 
large share of the proceeds of activity. To the cor- 
porate executive, it may look like a genuine tribute 
to the efficiency with which executives are managing 
American business. To the Federal, state and local 
government tax collectors, it may look as though the 
corporate tax is a bottomless well which can be 
drawn on virtually indefinitely. 

Which of these views have merit, and which have 
not, is itself a major problem area 
of labor relations, public finance, 
economic equity, and _ political 
campaigning. What is intended 
here is not to reconcile the con- 
flicting views of the parties to 
such disputes, but to make a 
fundamental, little-stressed point 
about the evidence on which these 
views are based, 

For profits data are a very 
particular kind of data; the meas- 
uring of profits is a very particu- 
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lar kind of measuring problem. There are very 
different views, and very different practices, on the 
determination of profits. And there are very sub- 
stantial specific errors in most profits figures. These 
errors are not “random” in the statistician’s sense; 
that is, they do not tend to offset each other and 
cancel out. In fact, they accumulate in a way that 
seriously biases profits figures upward. Throughout 
the postwar years, corporate earnings have substan- 
tially overstated true earnings. And the overstate- 
ment of corporate return on invested capital, as it is 
reported by most companies and as it is calculated 
by even so sophisticated an agency as the Securities 
& Exchange Commission, is so substantial as to make 
the available figures well nigh useless. 

These are strong conclusions, but they require to 
be stated. It is bad enough that the public should be 
misled about the true sizes of the earnings of the 
companies in which they have invested. But it is 
doubly deplorable that 
management and in- 


The tremendous surge of prices in the last two 
decades has wreaked havoc with corporate account. 
ing procedures which do not always take account of 
changing price valuations. As a result, the true costs 
of doing business are generally grossly understated 
in the typical corporate report; they are expressed in 
the price levels that applied years earlier, while cor- 
porate sales are expressed in today’s exalted prices, 
Result: gross incomes have swelled with inflation; 
costs applied to these incomes have lagged far »e. 


hind; and net incomes—gross incomes minus costs- fy 


have swelled into a wholly illusory torrent of prof ts. 
These illusory profits have been duly reported to the 
Internal Revenue Service, and taxes on them have 
been duly paid. To a considerable degree, therefore, 
the government has taken the cash, and left the 
company with the illusion. Moreover, the company 
has to pay its dividends in cash, rather than in il u- 
sion. End result: the illusory profits end up as an 
element in “retair ed 
earnings”. 











vestors alike are allow- 
ing the grossly over- 


True Profits; Now, and in 1929 


These overstate. 
ments occur in to 


stated profits figures (billions) principal areas: in the 
published today to be inventory accounting 
used as a statistical 1929 1956 of corporations, and in 
weapon in attacks on Before Taxes, as reported $9.6 $43.4 their accounting for 
the profit motive as a Taxes, as reported 1.4 21.5 plant and equipment. 
whole, and as a start- After Taxes, as reported 8.2 21.9 Each of them should 
ing point for argu- eneey Geventary Peet os 2.5 be understood, for they 
ments to control or Under-depreciation 0.5 2.5 may be of very differ- 
socialize American in- True Profit 8.2 16.9 ent significance in in- 
dustry. Dividends $8 128 dividual years. 
True retained earnings 2.4 49 
2.4 9.9 


Inflation and Profits Retained earnings as reported 





Since the 1930’s, the 


*—Illusory inventory loss to be restored to earnings. 


The Illusion 
of Inventory Profit 




















American economy has 
experienced a_ broad 
and general wave of inflation. The sources of this 
inflation have been twofold: first, the tremendous 
national expenditures on defense — expenditures 
which produce a rolling tide of personal income, 
but no civilian goods on which the income can 
be spent. This is war-type inflation; no war has 
ever been fought without inflation, and no drastic 
inflation has ever occurred without war. But on top 
of this inevitable war inflation have been super- 
imposed the inflationary consequences of a growing 
national government role in the income stream, 
which has resulted in a rising money supply, and a 
continuous excess of money over available goods. 
A further contributing factor has been the unioniza- 
tion of labor, and the use of labor power to raise 
wages, costs and, in effect, prices. 

This long-term wave of inflation is usually thought 
of in terms of its impact on the consumer dollar, 
and it is frequently pointed out that the “purchasing 
power” of the consumer dollar has declined fully 
50% since the late 1930’s. It is, of course, true that 
the purchasing power of the corporate dollar—the 
dollar spent for materials, for labor, for plant and 
equipment — has declined by a roughly comparable 
amount. In fact, in recent years, the corporate dollar 
has fared much worse than the consumer dollar: 
since 1950, for example, consumer prices have risen 
only about 15%, but the prices of plant and equip- 
ment have risen about 25%. For the postwar years 
as a whole, business costs have risen roughly twice 
as fast as the costs of consumer goods. 
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tions happily reported 
about $43.4 billion as their profits before taxes. 
Their tax liability amounted to almost $22 billion: 
hence, their after-tax earnings supposedly amounted 
to about $21.5 billion. They paid out about $12 billion 
in dividends. That left, supposedly, $9.5 billion for 
reinvestment in the business. 

Unhappily, the $9.5 billion is a gross overstate- 
ment of what really was left. During the year, 
the corporate sector, in accounting for its income, 
charged itself for materials consumed only what it 
paid for its materials. But by the end of the year, 
the cost of replacing the consumed materials in its 
inventory was fully $2.5 billion more than it had 
paid, As prices rose in 1956, in other words, busi- 
nesses were undercharging their costs of materials by 
$2.5 billion, Thus, 26% of the so-called “retained earn- 
ings” were not available for general business pur- 
poses at all; they were required to merely reinstate 


the level of physical inventories. It is noteworthy | 


that the Department of Commerce, in its estimates 
of national income, eliminates this so-called “in- 
ventory profit”, through a “inventory valuation ad- 
justment”. A small number of corporations—per- 
haps one in seven—make the adjustment themselves 
through the use of LIFO (last-in-first-out) inven- 
tory accounting. For the rest, inventory profits have 
been substantially distorting their operating results, 
and will continue to exert such an influence as long 
as prices of their purchased materials continue to 
rise. 

The Department of Commerce, which takes some 
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lains to measure and eliminate “inventory profit” 





. ta 
eal rom its measure of corporate profits, does nothing 
wnt of§o eliminate illusory additions to the earnings figures 
costsprising from another source; namely, the charac- 
stateq peristic understatement of capital costs incurred by 
seq] jy pusiness during a period of rising prices for plant 
e cor.pnd machinery. 
‘ti es. Profits and Underdepreciation 
m; 
r be} Since the end of World War II, the cost of a 
osts-fypical piece of machinery has roughly doubled; it 
ofits, ilmost tripled since the late pre-war years, A 
O the ine that cost $1,000 in 1938 might now cost 
he ve thing like $2,800. If the owner of the machine 
fore. een following normal accounting practice, and 
+ the he machine is assumed to have a useful life of 
panyp0 sears, the company has been depreciating the 
illu line at 1/20 of its cost each year, or $50. This 
S an has been its “Depreciation cost” charged to 
1iy eq pperations on its income statement, and credited 
‘preciation reserves on its balance sheet. 

ate. ‘xt year, the machine will reach the end of its 
two il life, and will require replacement. The total 
1 the reciation reserve set aside to buy the new ma- 
iting » amounts to $1,000; where does the other $1800 
id in from? 

for iswer: it can only come out of earnings. What 
ent. happened is that rising prices of tools and 
ould ries have greatly increased true depreciation 
thay , but only a small and lagging share of the in- 
‘fer. jerease has found its way into corporate statements. 
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profits shown in those statements are thus 
‘ly overstated. 


cle: 
Unlike the case of illusory inventory profits, there 
is no definitive government measure of the size 


of the overstatement. Depreciation actually being 
‘harged on operating statements by corporations now 
amounts to about $17 billion. Indications are that 
true depreciation costs for all corporations should 
now be in the neighborhood of $22 billion. This 
general estimate is in accord with the research done 
in this area by the Department of Commerce, the 
Machinery and Allied Products Institute, and the 
National Bureau of Economic Research—all of them 
reputable and competent research organizations. De- 
mreciation costs are thus being understated by ap- 
proximately 30%! 

And it is worth adding that this understatement 
is bound to continue in the foreseeable future. Plant 
and equipment prices have been rising extraordinar- 
lily rapidly in the past several years. The percentage 
tof understatement reached its peak around 1951, 
when depreciation was understated by close to 40%, 
but the decline in understatement from 40% to 
about 30% currently is not likely to persist. Indeed, 
if machinery and plant prices continue to rise at 
their present rate, the understatement is likely to 
move back toward the 40% level of six years ago. 
| Moreover, corporations are now benefitting, tem- 
porarily, from the special five-year amortization 
privileges extended by the government during the 
years of the Korean war, to stimulate investment 
sin new capacity required by the defense emergency. 
This so-called “accelerated amortization” is now 
accounting for about $3 billion of depreciation an- 
nually, but it is now at a peak, and is likely to 
decline between now and 1960, as the five-year write- 
offs of facilities completed from 1952 to 1955 exhaust 
themselves, Unless something substantial is done 
about depreciation accounting, corporate profits be- 
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fore taxes are likely to continue to be overstated by 
roughly $5 billion, and after-tax profits by roughly 
$2.5 billion, on this account alone. 


The Combined Effect: What Do Profits Mean? 


It is appropriate now to return to some profits 
comparisons made briefly at the beginning of this 
article. In 1929, corporate profits where $9.6 billion 
before taxes, against today’s rate of $43 billion. But 
look at the truer picture of the financial shape of 
corporations! 

In 1929, taxes took $1.4 billion of corporate 
earnings; in 1956, they took $21.9 billion. 

In 1929, prices of purchased materials were 
about stable; in fact, it cost a little less to 
replace inventory than was actually paid for 
the inventory consumed in production, The 
slight price decline of 1929 actually freed $12 
billion of additional funds. In 1956, the price 
rise required $2.5 billion to restore inventories. 

In 1929, depreciation was understated by only 
about $1 billion. Today it is being understated 
by about $214 billion. 

In 1929, dividend payments took about $6 bil- 
lion from the corporate till. Today they take 
about $12 billion. 

Putting all of these figures together yields some 
striking and disconcerting results. In 1929, true 
after-tax earnings, after adjustment for inventory 
valuation and underdepreciation, amounted to a lit- 
tle over $8 billion. Almost three quarters of this 
was paid to stockholders, leaving about $214 billion 
real earnings for reinvestment. 

In 1956, true after-tax earnings amounted to 
about $16 billion. Again about three quarters of 
these earnings were paid out to stockholders, and 
true earnings available for reinvestment amounted 
to about $5 billion. Reported profits in 1956 were 
almost five times greater than in 1929; in dollars, 
they were $33 biilion greater. But true retained 
earnings were only twice as great as in 1929, and, 
in dollars, only a scant $214 billion larger. 


Financing the Corporate Future 


These adjusted comparisons with the past make 
some important points about the corporate future. 

In the first place, the $5 billion available for rein- 
vestment in plant and machinery today will not buy 
as much machinery as the $214 billion available in 
1929, because of the tripling of prices since 1929. 
While American business today has a vastly larger 
productive plant than it had thirty years ago, it has 
a much smaller margin of resources available to keep 
its productive capacity growing. 

Secondly, the return on sales (true net profit, as 
a percentage of sales) is now substantially lower 
than it was thirty years ago; corporate profits are 
a much smaller proportion of the sales dollar. 

Thirdly, the true return on investment in Amer- 
ican business is not greater than it was in the 1920’s. 
If the raw earnings and book-value figures are used, 
as they usually are, for long-term comparisons of 
the corporate sector, it would appear that the rate 
of return on investment is much higher now than 
in earlier decades. In manufacturing, for example, 
the uncorrected figures suggest a current rate of re- 
turn of about 14% on investment. The true rate of 
return is about 8% now; it was 8% in the 1920’s. 

Finally, the distinction between “true earnings” 
and “book” earnings has (Please turn to page 190) 
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Mergers—Good Medicine or Bad? 


By EDGAR T. MEAD, Jr. 


Announcements of new mergers seem to be 
an almost regular occurrence in the daily financial 
pages. So much so, that one is inclined to look upon 
the current trend of mergers as a completely mod- 
ern-day phenomenon. We read with mixed concern 
and surprise of the merger between a textile com- 
pany and a cement plant, and our records show that 
a coal company purchased a manufacturer of under- 
wear! It seemed almost paradoxical last year when 
an oldtime gold dredging corporation bought a half 
interest in one of our large flag merchant steamship 
lines. Attracting attention to the subject of mergers 
is an unpredictable and seemingly illogical degree of 
diversification, 

It may take a long and precise memory, but 
numerically there were about as many mergers going 
on thirty years ago as there have been recently. 
Most of today’s corporate giants are in point of truth 
more or less typical of the early mergers. The New 
York Central System was evolved through mergers, 
and the mingling of Andrew Carnegie’s empire with 
those of John “Bet-a-Million” Gates and others in 
1901 was the foundation of the United States Steel 
Corporation. Perhaps the resounding difference be- 
tween earlier mergers and those of today is that 
mergers have become, if anything, bizarre. Certainly 
they have become challenging to understand and 
interpret. 

The reasons given for mergers are almost as 
varied as the nature of the mergers themselves. An 
idiom frequently repeated is that the buyer is “seek- 
ing diversification”. More specific reasons are fre- 
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quent, such as the desire to enter a conjugal market 
to obtain an important source of supply, to enhanc 
research facilities, or to gain a stronger selling 
organization by the purchase of a company with aj 
active and well developed sales promotion depart 
ment. 

Behind the publicly stated or “good” reason ofter 
lurks the “real” reason, The real reason may actuall 
be the very kinetic energy of management, whic! 
operates on the theory that each succeeding yeal 
must show an improvement over the preceding veal 
as measured by sales, assets and earnings. Wha 
speedier way than to use available cash and credij 
to purchase a whole entity, rather than to pain 
stakingly design, erect and break-in a brand-new 
factory? Such a course of action seems especiall 
fruitful when the company being sold can be pur 
chased at a discount from assets and earnings. 

Reasons for selling a company to another ar4 
sometimes more obscure. One generalization is tha! 
a smaller and probably weaker company may fin 
the going too rough, so that an outright sale to 4 
larger and better financed competitor, subject to the 
scrupulous eye of the Department of Justice, is often 
the best course of action for all concerned. A 
sale might be logical in view of the aging of key 


officers and stockholders, whose death might caus¢ 


inheritance tax demands to wreck the company 
unless there was an established market for the 
securities. Often the large corporation can offer 
notable attractions, such as a good research organi- 
zation, a better source of raw materials or a well- 
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stablished market for goods. 
erican Tractor-J. |. Case Merger 5 Year Comparison of Per Share Changes, 
Consistent With Nature of Finances — Earnings — Dividends 
Both Businesses 
ne of the mest intriguing of Merritt-Chapman & Scott 
recent mergers is that of J. I. 1952 1953 1954 1955 1956 
Case and American Tractor. The — 
former had been experiencing a Cash & Marketable Securities per shore $ 5.23 $12.05 $ 343 $ 444 $ 412 
iwi idling trend of sales and Net Working Capital per share $15.96 $23.10 $ 17.68 $ 18.75 $ 14.64 
earrings since the peak of farm Sales per share $ 82.60 $99.87 $6627 $67.04 $ 65.68 
uioment purchasing in 1949, Dividends Paid per share $ 200 $ 200 $ 200 $ 200 $ 1.00! 
he 1 the company recorded sales No. of Shares Outstand. at 
f £170 million and net income of eenens Gaaeny ...... = sl UE OU 
ea ly $18 million. Except for a Annual Price Range (mil.) 2812-22 31 -22 28%s-21's 2658-22's 2358-177 
rief respite during the Korean Kec alta 
nilict, sales had declined to $87 
il‘ion in the 1956 fiscal year, a Penn-T : 
ro) of almost 50%. Profits and 7 ts saiceaeleseese 
sses alternated during each re- 1952 1953 1954 1955 1956 
en year, and the 1956 result was 
ncar-$1 million loss. To cite the Cash & Marketable Securities per share $ 466 $14.05 $ 633 $ 395 $ 2.98 
rd of American Tractor, sales Net Working Capital per share $ 391 $ 789 $ 934 $1169 $ 8.47 
d earnings commencing from Sales per share $5466 $39.14 $1237 $2747 $ 19.90 
a cold start in 1948, jumped to Dividends Paid per share $ 75 1 $ 25 $ 130 $ 35° 
$50),000 in 1950, to $3.5 million No. of Shares Outstand. at 
7] in 952 and $5.3 million in 1955. yourend (thous.) ; 166 265 1,075 2,949 4,070 
Deficits were turned into profits Annual Price Range (mil.) 142-11 147-10 22%s-11'8 227%-17'2 1958-11 
by 1955, when 6.5% of sales were 1_Paid 10% stock. 
brought to a net income amount- 2_Plus stock. 
ing to $347,000. Through the first 
a . 7 ; . ? ~ 
six months of American Tractor’s U. S. Hoffman Machinery 
1956 fiscal year, sales were run- ‘ 
ning at an annual rate of $8.3 1952 1953 1954 1955 1956 
million. Profits were down only . 
because of launching a whole new Cash & Marketable Securities per share $ 9.65 $ 619 $ 3.57 $ 288 $ 1.21 
line of crawler tractors and the Net Working Capita! per share $ 44.37 $2826 $ 989 $ 433 $ 3.84 
sta rting-up expenses of a new Sales per share $140.73 $168.60 $48.10 $2890 $ 41.84 
ir keth fac tory. In addition toa compre- Dividends Paid per share $ 61 $ 1.10! 
1anc§ hensive line of five gasoline and No. of Shares Outstand. at 
ling three diesel tractors, the company PRS PRES - - ~~ nage 
-h ab offered an amazing and ingenious Annual Price Range (mil.) 1334- 8 17%- 7% 22 - 78 1958- 934 22's-15% 
parg variety of power attachments, 1_Plys stock. 
such as tractor-shovels, loader- ee 
yitegdozers, bull and angle-dozers, 
uall® backhoes, scarifiers, fork-lifts and winches. A reve- attachments on both track and wheel tractors, thus 
‘hic§ lutionary new clutch permits the operator to throw permitting the entry into new functions and new 
yeag the machine into reverse position while still travel- markets.] It was evident that Case needed manage- 
veag ling forward. This ability to “rock” the tractor pro- ment help in view of declining sales and earnings, 
Vhaf vides great maneuverability, split-second rhythm in and American Tractor is apparently supplying this 
edij picking up and unloading, and a great overall saving in a mutually satisfactory manner. The existence 
ing in time. American Tractor was indeed providing of worthwhile tax loss carry-forwards should bring 
new newly-designed equipment for a whole new market about deferment of taxes which will be valuable as 
jallf encompassing road building, agriculture, building earnings improve. 
purf construction, pipe-laying and a multitude of similar Both sides in the Case and American Tractor mer- 
projects. ger had much to gain, and current information sug- 
- What particularly distinguished American Tractor gests that last year’s Case deficit may be turned into 
thal Was its premier management staff, headed by and a healthy 1957 profit. The outlook is for sales in 
fing very largely hand-picked by Marc B. Rojtman, the excess of $140 million, aided by a moderate increase 
) & president. One might easily ask, ‘Why merge?” in farm machinery purchasing. First quarter 1957 
th Consider the advantages of the Case-American ¢4Frnings are promising. 
‘tell Tractor merger. The latter company greatly needed Actual terms of the merger, which occurred on 
_ Af additional plant space for its growing line of tractor January 10, 1957, called for the exchange of 1,108,944 
‘ef assembly. Case had excess capacity, some of it ideally shares of American Tractor common for one half 
use suited for tractor making from the standpoint of share of Case common and one share of Case 612% 
ny} layout, geography, and available personnel. Case cumulative preferred. The 5% American Tractor 
the} lacked a line of wheel tractor attachments, which preferred was redeemed at $21 per share by Case, 
fet} American Tractor offered for its track tractors. and certain warrants were permitted to have a call 
cf [The combined. companies are already providing on Case common and preferred stock. Thus, Ameri- 
Q le 
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can Tractor, with a net worth of only $4.4 million, 
merged with Case, with a free net worth of over 
$70 million. Yet it appears that the smaller com- 
pany’s sales may exceed a third of the larger com- 
pany’s volume! 

The reasons for merging Case, the old line manu- 
facturer of farming equipment, and American Trac- 
tor, the upstart maker of crawler tractors, appear 
to be fundamentally sound. The operations comple- 
ment one another, and the chances are that everyone, 
including the stockholders, may benefit. 


Results Over Time Are Test of Merger Validity 


Not so successful has been a variety of other mer- 
gers, to judge from recent sales, earnings and mar- 
ket prices. Monsanto Chemical with assets of $567 
million, has included the operations of Lion Oil Co. 
since 1955. The 1956 net income of $39 million 
represented a 7% return on $542 million sales, which 
is little better or worse than the equivalent profit 
quotient before the merger. Monsanto’s lack of real 
improvement would seem to be in part due to poor 
sales in the fertilizer division, although other uses 
for ammonia, an important Lion product, are tend- 
ing to take up the slack. Another significant merger 
of the past few years was the acquisition of Davison 
Chemical (in 1953) by W. R. Grace & Co., followed 
a year later by the purchase of Dewey & Almy 
Chemical. Here again, adverse conditions in the fer- 
tilizer business have tended to obscure a clearcut 
statistical conclusion on whether the Davison merger 
was favorable or unfavorable. 


Time, Not Immediate Results, Is True Test 
of Soundness 


Short of losing business through a period of poor 
demand in one or another segment of industry, earn- 
ings may remain low following an acquisition owing 
to expensive special charges and expenses. The 
physical plant may have to be rebuilt along modern 
lines. There may be an expensive personnel turnover 
problem. Heavy research and engineering on new 
products may prove to be an excessive burden. The 
example of the Merck & Co. and Sharp & Dohme, 
Inc. merger in 1953 illustrates what may happen 
during a period of integration and development, In 
each year since 1953, Merck has been able to bring 
a successively higher proportion of sales through 
to net income. Last year, net income represented 
nearly 12% of sales, compared with 11% in 1955, 
8.5% in 1954, and 7% in 1953. One may conclude 
that the full and favorable effects of the Sharp 
& Dohme merger have only recently begun to be 
felt. 

It is likely that the same situation will apply in 
the 1956 merger of McGraw Electric Co. with T. A. 
Edison Industries. The former is one of our best 
managed and most progressive suppliers of electrical 
equipment, and the postwar record has been above- 
average in its industry, Edison, on the other hand, 
has managed to report a somewhat less than spec- 
tacular record. For example, only 4¢ of each 1955 
sales dollar was carried to net income. Edison has 
a worthy position in storage batteries, the intriguing 
primary battery, control equipment, dictating ma- 
chines and a variety of other goods. With McGraw- 
type management, it is probable that Edison earn- 
ings may be substantial within a few years. Similar 
to Merck, time should tell the story. 
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Rather more controversial is the saga of Penn. 
Texas Corp., a company which gives living proof t 
the advantages in dealing through a New York Stock 
Exchange listing. Much provocative discussion has 
been generated in financial circles on the subject of 
this fantastic complex of companies producing Coal, 
firearms, warehouse services, wiring and cable, pias. 
tics and aircraft parts, Possibly, one might regard 
the company as an “experiment in full diversif ca. 
tion” —like Aveo, American Machine & Founcry, 
Olin-Mathieson, General Tire and others’ which 
function in unrelated territory, division by division 
Like everything else in the world of finance, th 
deciding factor in the long run will be wheter 
management can soundly operate each division in 
an understanding, public serving and profitable m an. 
ner. Thus far, Penn-Texas has had time mainly t 
prove that it is adept in buying up companies. ‘I'he 
record of sales and earnings has not been whclly 
favorable, however. The companies purchased by 
Penn-Texas had been doing $90 million in sales by 
themselves before 1955, yet sales were only £81 
million as a part of Penn-Texas during 1955. Lust 
year, owing to three acquisitions, sales were $126 
million, an increase of $45 million. Meanwhile, sto:k- 
holders have shown their impatience by trading ‘he 
stock at around 10, or only half the 1956 high. 


Extreme Diversification Breeds Investor Confusion 


From the stockholder’s viewpoint, there is a d:n- 
ger that the values behind the original security may 
become altered so rapidly that he loses comprehen- 
sion of what his investment really represents. Te 
may have intended to buy shares of a company with 
a small capitalization and a record of steady sa’es 
in a well-reputed industry, both of which are des r- 
able objectives. However, the issuance of millions 
of shares of additional stock and the acquisition of 
companies which have little or nothing to do with 
the original concept of the corporation may inad- 
vertently create a common stock which the share- 
holder might never have desired. 

U. S. Hoffman Machinery Corp. is an example 
of a company where capitalization changes have 
occurred most rapidly within a short space of time. 
The company originally made laundry and dry clean- 
ing apparatus and, for a space of many years, had 
259,986 shares of outstanding common stock. In 
1955, there were 871,502 shares, owing to distribu- 
tion of shares for acquisitions, and shortly there- 
after, the management asked stockholders to author- 
ize a total of 6,000,000 shares. In addition, an issue 
of preferred stock was made convertible into a 
limited number of common shares. In other words, 
the stage was set for monumental dilution which has 
already resulted in 2.2 million shares outstanding. 

As to the record, the sales in 1951 were $21 mil- 
lion, and about 2.5% of sales were brought down to 
net income ($537,000). The recent annual report 
discloses that sales have risen to the colossal figure 
of $91 million (of which about 35% was ordnance 
sales). The net return from this high level of 1956 
sales was $1.1 million, or only 1.2% of sales, con- 
trasted with a 4.5% return on $50 million sales in 
1955. The effect on the stock market price has been 
disappointing, and from a high of nearly $25 in 1956, 
the stock has tested recent lows under 10. 

The prospects are relatively uncertain, since U. S. 
Hoffman has the task of integrating eight new acqu - 


THE MAGAZINE OF WALL STREET 


sitions 

interest 
pany is 
and dry 
ness, sil 
has bee 


no 
be 
ce 
fa 
pe 
al 
ofi 
W 
in 


d 
il 
re 
a 
n¢ 
$4 


r 
ol 


_ 4 


1! 

in 
Ri 
pi 


n-rect 


preseé 


‘tain 


orab 


ssible 


1 ma 
set. 

ether 
prove 


Size | 


Verri 
ersifi 
ustri 
vant 
enti 
nics. 
) mil 
75, 00¢ 

of s 
t yea 


d net 


ich v 
ll far 
le sno 
rforn 
ring | 
n ext 
tlook 


ns, W 


cts, cl 
; fairly 
ition, 

‘aller ¢ 


the ¢g 
y, an 
ynold 
inting 


The shij 


at 


the 


worthw 


ob 


liged 


Chapma 


in 
bi 


a ore 


it one 


disappo' 
record. 


1954 of 


CC 
a 

Ce 
be 


mmon 
price 

nt ex} 
en to 


below. 


Possil 


Scott’s ; 


al 
ol 
si 
m 


ra of 
comp 
‘ein: 
ist co 


diversifi 


vi 
ir 
a 

¢! 


lume 


lagine 
d cok 
emica 


APRIL 





sitions merged during 1956. An 
in eresting detail is that the com- 
pany is no longer in the laundry 
and dry cleaning equipment busi- 
ness, since that original division 
has been sold. Although certain 
non-recurring expenses may not 
be present during 1957 and since 
certain contracts may show more 
favorable earnings this year, it is 
possible that rising costs of labor 
and materials may be partially 
offset. It is doubtful, however, 
whether earnings may show much 
im provement on balance. 


Size Alone Is Not a Cure-all 


Merritt-Chapman & Scott has 
di ersified into a large number of 
iniustries, some of which are 
re'evant and others which posit 
an entirely different set of eco- 
nomics. In 1949, sales were under 
$4) million and net income of 
$775,000 represented less than 
2°. of sales. During the most re- 
ce'it year, sales were $374 million, 
and net income was $12.9 million, 
which was only 3.5% of sales and 
still far from being a commend- 
able showing. The type of business 
performed by Merritt-Chapman 
during the past several years has 
been extremely favorable, and the 
outlook for the construction of 
dams, waterways and harbor pro- 
jects, chemical plants and others 
is fairly good in prospect. In ad- 
dition, Merritt-Chapman’s truck 
railer division should participate 
in the growth of highway truck- 
ing, and the sales of Devoe & 
Reynolds should reflect needs for 
painting new and old buildings. 
The shipbuilding division is active 
at the present time and holds 
worthwhile contracts. One is 
obliged to conclude that Merritt- 
Chapman occupies a good position 
in a group of growing activities, 
but one is also forced to register 
disappointment at the earnings 
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4 Year Statistical Record of Important Mergers 


CASE, (J. 1.) CO. 


Long Term Debt (mil.) 
Net Working Capital (mil.) 
Net Sales (mil.) 

Net Per Share 

Dividend Per Share 


McGRAW-EDISON CO. 


Long Term Debt (mil.) 
Net Working Capital (mil.) 
Net Sales (mil.) 

Net Per Share 

Dividend Per Share 


MERRITT-CHAPMAN & SCOTT 


Long Term Debt (mil.) 
Net Working Capital (mil.) 
Net Sales (mil.) 

Net Per Share 

Dividend Per Share 


OLIN-MATHIESON CHEMICAL 


Long Term Debt (mil.) 
Net Working Capital (mil.) 
Net Sales (mil.) 

Net Per Share 

Dividend Per Share 


PENN-TEXAS CORP. 


Long Term Debt (mil.) 
Net Working Capital (mil.) 
Net Sales (mil.) 

Net Per Share 

Dividends Per Share 


SPERRY RAND CORP. 


Long Term Debt (mil.) 
Net Working Capital (mil.) 
Net Sales (mil.) 

Net Per Share 

Dividend Per Share 


TEXTRON INC 


Long Term Debt (mil.) 
Net Working Capital (mil.) 
Net Sales (mil.) 

Net Per Share 

Dividend Per Share 


U. S. HOFFMAN MACHINERY 


Long Term Debt (mil.) 
Net Working Capital (mil.) 
Net Sales (mil.) 

Net Per Share 

Dividend Per Share 


1953 1954 1955 1956 
$ 25.0 $ 25.0 $ 25.0 $ 25.0 
88.2 85.2 84.5 84.8 
104.4 87.1 94.8 87.0 
06 53 qv i RR 
2.00 50 
$ 30.3 $ 34.2 $ 42.7 $ 53.3 
121.2 132.8 142.4 210.5 
1.73 2.30 2.26 3.06 
87 1.00 1.00 1.00 
$ 4.0 $ 68 $ 35.6 $ 32.3 
16.3 38.9 100.7 83.3 
70.5 145.9 375.4 374.0 
4.16 1.46 2.00 2.96 
2.50 2.00! 2.00 1.00! 
$ 77.1 $153.2 $199.5 $194.9 
83.1 174.7 193.6 182.7 
243.5 470.1 560.4 596.6 
2.77 3.11 3.36 3.38 
2.00 2.00! 2.00 2.00 
$ 69 $ 10.9 $ 77 $ 42 
2.1 10.0 34.4 37.4 
10.3 13.3 81.0 126.0 
71 79 57 38 
25! 1.30 35! 
$1°68 * $115.5 
214.3 206.1 
710.7 ‘ 616.8 * 
1.80 1.80° 
36 80 
$ 45 $ 39 $ 31.4 $ 58% 
10.3 20.0 43.6 49.7 
71.0 99.7 191.5 245.8 
5.31" 8.74 1.49 1.58 
1” 10 60 1.60 
$ 23 $ 28 
S wa $ 86 7.5 8.3 
43.6 41.8 50.3 90.8 
70 34 1.26 Al 
60! 1.10! 





‘__Deficit. 
1—Plus stock. 
~—Paid 10% stock 


record. On the occasion during 
1954 of a 25°~ stock dividend, the] 
common shares managed to reach || 
a price near 28, but the more re- |} 
cent experience for the stock has_ |] 
been to plumb the area of 20 or 


'—March 31, 1956. 





| %—Not available prior to merger. 
'—Pro-forma 12-31-54 


'—9 months oper. of Sperry-Rand ending 3-31-56 
7—9 months ended 12-31-56 

‘—Estimated. 
“—Pro-forma reflecting mergers 


1\0—Paid 1/10 share Indian Head Mills 











below. 

Possibly the lack of drama in Merritt-Chapman & 
Scott’s stock performance has much to do with the 
aura of uncertainty, unpredictability and instability 
of companies which apparently set out to create mere 
size in an organization. Consider the proble ms that 
must confront the board of directors in the typical 
diversified company which has built up a huge dollar 
volume of sales through mergers. It is difficult to 
imagine how a group of directors could intelligently 
aid coherently discuss the prospects for (1) the 
chemical industry, (2) the transportation industry, 
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(3) the metallurgical industry, (4) the building and 
repair of ships, and (5) the making and marketing 
of building supplies — all represented in one single 
corporation. It suggests that such a board would 
necessarily have to be dominated by one managing 
director, who would have to be literally omniscient, 
if such a superhuman quality could be found in one 
individual. 

The fact of the matter seems to be that the record 
of the so-called diversified companies has thus far 
been less favorable than (Please turn to page 190) 
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Inside 
Washington 








RESHUFFLE of diplomatic posts has been proceeding 
with little public attention to the objective which 
President Eisenhower has in mind: distribution of 
career and non-career men where circumstances dic- 
tate. There has been a trend to place the trained 
career men in the Iron Curtain countries, in Asia, 





WASHINGTON SEES: 


A hard core of support for Federal intervention 
to solve the problems of “distressed areas” exists 
but the odds are overwhelmingly against success 
in attaining the objective. There can be little quar- 
rel with the philosophy behind the movement. In 
some sections of the United States unemployment 
is chronic and normal processes seem unlikely to 
supply the corrective. But Congressmen eye the 
legislation as too costly; they say it would take 
as much Federal money in the first year as the 
President's school-aid measure would require. 

The Area Redevolpment Bill sponsored by Sen- 
ator Paul Douglas of Illinois, proposes that $200 
million be made available for loans for establish- 
ment of job-creating projects in industrially under- 
developed localities. Involved would be financing 
up to 75 per cent of total cost. The White House 
is willing to go along but not the full distance: pro- 
posed as a substitute is a $50 million loan author- 
ization. 

Principal backer of the Douglas bill is AFL-CIO 
whose William F. Schnitzier keynoted to a Senate 
committee: “We seek neither charity nor a raid on 
the public treasury; our objective is to help people 
help themselves by assisting the jobless to find work 
again and by helping whole communities to become 
productive and self-reliant.” Congressmen have a 
fundamental problem: Would the bill merely shift 
areas of unemployment as industries relocate under 
the lure of Federal subsidy? 
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By “VERITAS” 
Africa, and South American—where diplomacy is 
a matter of following the manual, doing clerical 


chores, reporting regularly, and with accuracy. The 
President has been sending business-trained men 
to the countries where business problems, not cere- 
monials or protocol, stand high on the agenda. 


COMPLEXITIES of international trade call for United 
States legates who are practicing businessmen. Ike 
has been rounding them up and sending them to 
far-off places. In Western Europe he has placed 
non-career men in ambassadorial posts in Great 
Britain, France, Germany, Italy, Belgium, the Neth- 
erlands, Spain, Switzerland, and Ireland. Others are 
on the way. It hasn’t been a matter of paying off 
political obligations: Bruce in Germany, and Bunker 
in India, democrats, are recent Ike appointments, 
not holdovers from other years. 


IRRITATION, rather than cogitation, was behind the 
House Committee’s initial refusal to give the Post 
Office Department funds to do the things Congress 
had ordered it to do. When Capitol Hill told PMG 
Summerfield to perform functions which would cost 
$48 million more than it appropriated for the job, 
another $17 million gave him the alternatives of 
reducing functions or violating the law by over- 
spending. Summerfield had not been diplomatic in 
his attitude toward Congress on postage rate in- 
crease, This time, toughness paid off. 


TAX CUT TALK on Capitol Hill has a hollow ring. It 
depends on budget curtailment because there is no 
present prospect of Treasury windfalls from busi- 
ness spurts. And the chosen spokesman of the tax- 
cut bloc is Speaker Sam Rayburn who has expressed 
conviction there will be “little, if any” reduction in 
the President’s estimates—overall. The political fla- 
vor is sharpened by the democrats expressed aim 
to boost the personal exemption by $100. Something 
for every one, at a cost of $2.5 billion. At present 
pace, appropriations bills will not be reduced by such 
an amount. 
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¥ Among the House-voted budget slashes, the 70 per 





cent cut in civil defense is most likely to stick. The 





effect is to reduce Federal Civil Defense Administration 
to paper work -=- and so little of that, it might have been 
better to abolish the agency. The public has not been sold 
on the notion of bomb shelters in the back yard, total 
evacuation of communities, and many of the other dramatic 
gestures which made up the preparations to cushion and 
repel attack. Fact is that a fatalistic attitude saturates 
the public mind; if war comes, it will be nuclear or worse, 























FCDA has been an unwanted child of Defense 
Mobilization Administration. They have operated in 





different spheres: civil defense has sought publicity, 
sometimes to the point of annoying persistence; DMA has 
been just as anxious to keep its programming hidden. 


President Eisenhower asked $130 million for civilian 


fense next year. The House reduced this to 
9.5 million. Intead of participating in 

 hocus-pocus of getting a few miles away 
from City Hall, business and industry would 
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like to be told exactly what would be 
expected should a bomb hit. 











p» Defense Mobilization Adminis- 
tration has quietly collected data on 
unused or partly used plant that could be 
guickly adapted to essential production if 
bombs fall on the great centers. Trans- 
portation facilities, and capacities 
available to make the sudden moves, also 
are catalogued. There is some standby 
equipment, more can be produced in a 
hurry. Congressmen are familiar with the 
contrasting approaches of FCDA and DMA. 
When they cut the appropriation of the 
former to the bone, they weren't simply 
economizing, they were rejecting! 




















* President Eisenhower's confer- 
ence with Prime Minister Harold Macmillan 
in Bermuda was timely, important, and 
productive of a wave of optimism in a 
troubled world made worse by not-so-good 
Anglo American feeling. In the State 
Department, that enthusiasm still is 
found. But there has been a tendency to 
appraise the meetings on the basis of 
solid, perceptible gains, and the score 
Goesn't register guite so high. Now, only 
a few weeks after the two chiefs of state 
Shook hands and parted, there appears to 
be conflict between Washington and London 




















Before Bermuda there had been some 
encouraging signs that disarmament might 
be going forward and, in respected State 
Department view, the meetings hurt more 
than they helped in this direction. There 
was noticeable chill in headquarters of the 
U.S. Subcommittee on Disarmament, in 


London. 











p The First Session of the 85th 
Congress has reached the half way point in 
its prescribed life span, and observers 
already concur that this year has been one 
of pressures offsetting pressures, with 
little concrete action. This is an off- 
year in political life; neither party 
needs to make campaign capital. Concen- 
tration on the huge budget submitted by 
the White House has sidetracked the 
legislative program. Hearings have 
started on a wide catalog of measures but 
most of them have ground to a stop. If the 
session ends, as planned, on or near June 
50, the record of completed actions, 
except essential appropriations, will be 























p Texas has gone back to the 
Democratic fold. In an election that was 
important because continued Democratic 
control of the Senate was at stake, the 
Lone Star State demonstrated again that it 
was the Eisenhower spell, not the 








demmy column. Thad Hutcheson, the first 
candidate of Modern Republicanism trailed 














aS to just what area of agreement had been 
reached. Moscow reacted with heat at the 
“ganging up." The cold war was on again. 
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as a not impressive third. Ike had gone 
all out for Hutcheson but his defeat was 
not nearly as much a surprise as his 
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election might have been. There is some 
opinion that the GOP candidate would have 
done better without White House active 
Support: many Texans didn't like the idea 
of Ike trying to crowd his personal 

welcome mat. 

















> Ihe extent of Hutcheson's 
defeat is not measureable by the mere 
recital that he ran third in the Senate 
race. 








There were 22 candidates for the 
office: Democrats had 20 of their party 
men among whom they could split their 
votes ; Hutcheson had only one republican 
rival to divide the "Eisenhower vote." 

A factor counting heavily for Democratic 
success was the circumstance that Texans 
would be toppled from leadership if the rival 
party took over. Senator Lyndon Johnson, 
majority leader, would lose his coveted post 











were worried and quarreling. Senator Aiken 
of Vermont, was calling for a return to the 
Republican Party and away from "one-man 
thinking." Senator Bridges of Vermont 
knocked Presidential policy for the first 
time -- he spoke on the budget. But Peck's 
Bad Boy was Senator William R. Knowland of 
California, Republican Leader in the 
Senate: Ha was on record, vehemently, against 
essential elements of the White House 
program. He asked the Senate to reject Ike's 
plea for a whopping foreign aid appropria- 
tion, he opposed eemrgency aid to Poland 
which the President favors, he criticized 
use of Federal money for school construction 
- although Mr. Eisenhower had said "schoo: 
rooms are more important than guns." 



































. Colleagues and party leaders 
were willing to concede Knowland the broadest 








and several committee chairmen or ranking 
members would drop back. 


Senator Ralph Yarborough may have 





discretion in the execution of his duty as 3 
United States Senator but they were openly 
asking how a man who cannot conscientiously 
Support major programs of his Administra- 














turned in his last big contribution to his 
party by being elected. He's against school 








tion could maintain party unity and 
effectiveness. Few Senators are as far from 








aid and looks askance at several other party 
platform planks. He's been in the thick of 
state politics for years -- this was his 
fifth campaign for Governor or Senator -- 
and he has picked some friends and some 
enemies, but doesn't "belong" to any group, 
Lyndon Johnson's not excluded. His election 
keeps Congress in the democratic fold 
whereas his defeat would split the houses 
politically. That would cripple any legisla- 

















"modern Republicanism" as Knowland. But 
the differences didn't come about after that 
term was coined. He was bucking Ike on 
foreign policy before the first term was 
half-way through. 


p» American business interests in 
Mexico appear to have a friend in President 
Ruiz Cortines -- based on recent litigation 
which attracted Washington interest, 

















tive program. 





p» Seldom has a special election had 
such impact on the Nation. The Democratic 
National Committee has said, and it was 
generally accepted, that if the party could 
weather this one it would come into the next 
Presidential election with a Congressional 
working majority able to claim credit fora 
legislative program and promise of another 
to come. Next year, 21 Republican and 11 
Democratic seats go on the block -- with no 
Dwight David Eisenhower on the ticket! 

And there will be no Ike on the 1960 ticket. 
As of now, you'd have to say the Democrats 
have reason to look ahead with joyous 
anticipation. 



































>» While Democratic fortunes were on 
the rise (in the week that marked 
Yarborough's election, the Democrats swept 
Michigan ballotings), the Republicans 
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including that of Congress. It was designed, 
to, and did, correct what the Mexican court 
fobund to be injustice. Cortines instructed 
his Attorney General, Franco Sodi, to 
investigate circumstances under which con- 
trol of Hotel Riviera Pacifico in Ensenada 
passed from the hands of Jerome A. Utley to 
Alfonso Rocha Espinoza several years ago. 
The hotel was built by a combine of which 
Jack Dempsey was a member; for several years 
it did a thriving resort business. In 1948, 
Utley formed a Mexican Corporation to run 
the hotel. The Attorney General's investi- 
gation established certain facts concerning 
Espinoza's take-over which prompted new 
litigation. Armed with these facts he went 
to court and ultimately the property was 
fully restored to Utley. An isolated case, 
to be sure ; but it has the ingredients of a 
new understanding in Mexican-American 
business relationships. 
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, on business concerns selling abroad 
must not only compete with foreign prices and qual- 
ity standards but very often their success or failure 
in securing an export order depends simply on the 
availability of the necessary dollars in the purchas- 
ine country. 

The level of foreign gold and dollar reserves is 
therefore of considerable importance to American 
business because it limits the magnitude and deter- 
mines the direction of our outflow of goods and 
services. 

't should therefore come as good news to our 
business community that last year all major foreign 
trading areas once again increased their aggregate 
gold and dollar reserves. The fact that this was 
accomplished in the face of sudden and unexpected 
dcllar losses by most European countries, following 
the Suez Canal blockade on November Ist, is a sign 
oi the basic soundness of the economies of most of 
the affected countries. 
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Foreign Gold 
and Dollar Holdings 


By JOHN H. LIND 


The increase is not due to higher U.S. imports. 
Though our imports did increase sharply last year, 
our exports increased even more sharply so that 
the overall trade deficit of the rest of the world 
with the United States was larger in 1956 than in 
the previous year. Government loans and grants 
added only a small amount to foreign reserves, The 
bulk of the $914 million net transfer of gold and 
dollars from the U.S. to foreign countries and inter- 
national institutions (Internat’] Monetary Fund and 
World Bank) was therefore due to an exceptionally 
high outflow of private U.S. capital, as the table on 
the following page indicates. 

In addition to the gold and dollar transfers from 
the United States, foreign countries also added to 
their hard-currency reserves by buying $475 million 
of gold, largely from new production outside the 
United States. This brought the total addition to 
gold and dollar reserves in foreign countries to $1.4 
billion. The addition was less than the $1.9 billion 
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Selected Components of United States 
Balance of Payments 
(In millions of dollars) 





Component 1955 1956* 
Merchandise and services: 
Exports! 19,915 23,346 
Imports- 18,520 20,425 
Balance 1,395 2,921 
Net outflow of U. S. capital and Govt. grants: 
Private capital 1,153 2,746 
Govt. loans® 302 620 
Govt. grants* 1,865 1,672 
Net transfers of gold and dollars to 
foreigners 1,280 914 


*—Preliminary. 

1—Execludes military transfers under grants. 

2—Includes remittances, pensions, and military expenditures abroad. 
3—Includes other short-term claims. 

‘Excludes military grants. 

Source: Federal Reserve Bulletin, March 1957. 


























of 1955 but it continued the steady upward climb 
of foreign gold and dollar holdings over the last 
five years. 


Western Europe Gained Most Gold 
and Dollar Reserves 


have continued throughout the first couple of monthj 
of 1957. 


Britain and the other sterling area countries 4 
the world showed a net gain of $125 million in 195¢ 
compared with a loss of $525 million in 1955. How, 
ever, this gain is more ficticious than real. Actually 
sterling area gold and dollar holdings declin 
throughout the last five months of 1956 but wey 
boosted by such special “injections” as a $175 mil 
lion receipt from the sale of a British oil compan 
in Trinidad to the Texas Company and a $561 milli 
drawing from the International Monetary Fini 
Without these two extraordinary non-recurrent re 












ceipts the sterling area would have shown ano’ heg 


sharp decline in its gold and dollar holdings. 


However, last year’s losses were due mainl ¢ 
“psychological” reasons rather than a struct ird 
defect of Britain’s economy, Traders and inves or 
abroad lost confidence in the sterling currency anj 
Britain therefore had to expend large amount: oj 
gold and dollars in order to maintain the peggel 
value of the pound sterling. This lack of confide ne 
has now disappeared and Britain is once more : dé 
ing to her gold and dollar holdings as the figures fo 
both March and April have shown. 


Canada’s Gains Sharpest Outside of Europe 
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Who received these $1.4 billion? All major trading Outside of Europe and the sterling area the sh: rpfdol'ar ho 
areas shared in it, but the distribution was far from est increase was recorded by Canada (see Chart I)fequal to o 
equal. The largest gain was for Continental Western Paradoxically, this country also registered last \ eagtures. In 
Europe which accounted for over 60 percent of the its largest foreign trade deficit. But this was morg86 percer 
total (see Chart I). This was, however, only about than offset by the inflow of capital from the U.sfto which 
half as much as the previous year’s increase of gold Canada also received the bulk of the $500 milliogdiate or 
and dollar holdings. The reason for this reduced invested last year by Americans in foreign stockgshare ful 
increase lies largely in the Suez Canal crisis which and bonds. 
brought about a cessation CHART | 
of gold and dollar accumu- 
lations in the last quarter GOLD AND DOLLAR HOLDINGS OF SELECTED FOREIGN AREAS OF 
of the year. Up to that  gisicnsot — D 
time only France had been ys dotiars 
losing hard currency re- 
serves (see Chart II). Fol- 14 i 
lowing the Suez Canal | 
blockade all major coun- 
tries, except Germany and 12 + —— 

Switzerland, registered a CONTINENTAL WESTERN EUROPE* 

net outflow of hard cur- 
rency reserves, The reason 10 t +t 
for the continuing increase 
of reserves in Germany | 
and Switzerland is found 8 t 

partly in the transfer of a | 

short-term funds into — 

these two countries be- 6 | | 
cause of the stability of STERLING AREA | 
their currencies. ai. —— | 

On the whole, however, . Lo =... 22a, See eS eS See 
with the exception of — LATIN AMERICAt 
France, Continental West- | —— -_— 
ern European countries “ASIAt 
withstood the Middle East CANADA 
crisis well and ended the io VaSQserez am ee Lipytyy ty 
year with a substantially 1950 1951 1952 1953 1954 1955 1956 
higher hard-currency nest *Includes Turkey and holdings of Bank for Internat. Settlements. 
egy: than they had had at tExcluding sterling, french frane and dutch guilder areas. 
the beginning. Only France Note: Holdings include official gold reserves (reported or estimated), and official and private short-term dollar ho'dim )’ oTE,—E 
fell into rather. serious as reported by banks in the United States. 
trouble which seems to Source: Federal Reserve Bank of New York 
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In Latin America hard currency reserves rose CHART Ill 
nonth®ightly last year. But most of this was accounted BRITAIN’S BUDGET 
x by just two countries: Venezuela and Brazil. 





jes opignificant losses were sustained by Argentina and TREND OF BUDGET DEFENSE SHARE 
1 95¢fruguay both of which sold large amounts of gold [Billions of pounds) (Billions of pounds) 


| 








o 
——_—+4 








oe 
‘usiljygne dollars with which to pay for their most essential | | 
clinegmports. Cuba also suffered losses. wes - 
wer In Asia most of the overall increase of $170 mil- 5.0 
5 milpion was accounted for by Japan which is currently 
npangndergoing an export boom. 4s 
nilliog In Summarizing the general trend of the inter- . 
Fun bat mal gold and dollar flow in 1956, the following 
nt pgpoints stand out: (1) The free world’s major trading 
10 hepiations are apparently now strong enough to with- P ——— 
tard temporary economic shocks, such as the Suez HH] seg : HS 
ris's, without a major disruption of foreign trade Hi |_JExpenditures} 
uly thy 4 serious flight into gold hoarding. (2) Many 3.5 pe Expenditure 1 
ct iahations which increased their hard currency hold- mt | 
eS Ong. belonged, unfortunately, in that group which 3.0 0 
Y aMeeled it least, such as Germany, Switzerland, 1947 “50 53 ‘56 1958] 1947 ‘50 53 ‘56 1958 
it: Ofranada and Venezuela. With the notable exception (By fiscal years) Est.) (By fiscal years) (Est. 
Ce eehf Japan and Brazil, important trading nations with 
de negios. adequate reserves did not show any significant 
edd improvement last year. (3) While gold and dollar 
eS 100] ings in the free world outside the United States 
have been rising steadily since 1948 so have the free 
world’s import needs. In fact, in the last three years 





Hoygo the United States last year in order to procure | g5 | | | 
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Britain’s New Budget 


The new budget, as announced last week by Chan- 
cellor of the Exchequer Peter Thorneycroft, reflects 
e tthe latter have been rising somewhat faster than the a number of trends. It is conservative, it reflects the 
former so that in 1956 the total gold and short-term first reductions in military expenditures following 
h:rpfdoliar holdings of all free foreign countries were the recent dramatic announcement that Britain will 
rt I)[equal to only 33 percent of their total import expendi- cut down the size of its conventional army, it en- 
tures. In 1955 the ratio had been 34, in 1954 it was Ccourages exports, and it gives the first long-waited 
norg36 percent. This is an indication that to the extent tax break to British middle class and professional 

Uso which American exporters must insist on imme- people who have lately looked with increasingly wist- 
iliiogdiate or short-term dollar payments they may not ful eyes at employment opportunities and taxes on 


tockgshare fully in the expansion of world imports. this side of the Atlantic. . 
The Labor Party is, of course, denouncing it as a 
CHART Il class budget. But actually it has something in it for 





everybody. It does break with the budget outlook 
the Conservatives had adopted in the last two pre- 
vious years, namely to go the Labour Party one 
better in equalizing incomes and putting up dis- 
i , incentives to earnings above £2,000 ($5,600) per 
year. The new budget gives middle and upper income 
groups a $112 million tax relief, mainly in form of 
higher allowance for older children and a concession 
to surtax payers. But it also contains a $52 million 
tax cut in the form of purchase tax reduction on 
kitchenware and some other household goods which 
will be of benefit mainly to the lowest income groups. 
On the whole, political considerations play a sur- 
prisingly small part in the budget, considering the 
fact that the Conservatives are somewhat less than 
M AND popular just now and may soon have to face an 
AREA election. However, as Mr. Thorneycroft said with 
laudable forthrightness: “It would indeed be the 
easiest task for any Chancellor to boost home con- 
sumption and investment at the cost of lower ex- 
esanuen: 1S ports, of higher imports and a thumping external 
°° deficit. It is, however, a policy in which I should be 


FRENCH ocoeee® . z= 
Wrellart Gaeta 0" de a . prepared myself to play no part whatever. 
~ : Mr. 


ee ae -<— In order to restrain home consumption, 
— aeewee” Thorneycroft’s budget aims to create a far greater 
surplus than last year’s. It is estimated that the 
excess of government revenues over current expendi- 
tures should restrain home demand by between $300 
to $450 million in the new fiscal year. 
Restraining home demand is, of course, one of the 
best means of stimulating (Please turn to page 178) 
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dine)’ OTE.—End-of-quarter data. 
Source: Federal Reserve Bulletin, March 1957 
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L. March, 1956, the price of copper on the 
London Metal Exchange was £437 per long ton, or 
the equivalent of 545% cents a pound. By July the 
price had collapsed to £264, or 33 cents a pound, 
For sheer magnitude and speed of decline this fall 
was unprecedented in the copper industry. 

In this country the price neither advanced as high 
nor declined as rapidly as abroad. At the beginning 
of 1956 the producers’ price was 43 cents. It was 
advanced to 46 cents in February and held there 
until July when it was reduced to 40 cents. Another 
cut followed in October to 36 cents, apparently too 
little and too late. For months, U.S. consumers were 
paying the highest price in the world for their metal 
and they did not like it. By February of this year 
the producers gave up the fight to hold the line and 
cut to 34 cents, followed quickly by another 2 cent 
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Short-and Longer Term Outlook 


for Non-ferrous Metals 


By CALEB FAY 


cut to 32 cents, There it remains today, in still un- 
certain equilibrium. 

Investors in copper stocks find it hard to realize 
that copper, only a year ago one of the scarcest of 


metals, is now in easy supply and perhaps that’s an 
3ut prices for copper shares give} 


understatement. 
convincing evidence of the change from a sellers’ 
to a buyers’ market. Quotations for the blue cl ip 
coppers have declined about 25% from their 1956 
highs; the more speculative about 50%. 

In retrospect, it is easy to see how consumers 
erred prodigiously in estimating supply. It was 
thought that then current shortages would be wors- 
ened by strikes that plagued the industry in 1955 
and they bought in excess of their needs. Inventor es 
undoubtedly were larger than admitted. But the 
strikes never materialized in 1956, neither here nor 
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Leading Non-Ferrous Metal Companies 





—Earnings Per Share 


1954 1955 1956 
/luminium, Ltd. $3.87 $4.83 $5.56 
Aluminum Co. of Amer. 2.19 4.18 4.24 
American Metal Ltd. 1.66 2.91 3.32 
American Smelt. & Refining 3.30 5.52 6.67 
American Zinc Lead & Smelt. 1.75 2.20 2.74 
énaconda Co. 3.07 7.52 12.85 
Calumet & Hecla 1.69 1.82 2.04 
Cerro de Pasco 4.57 8.87 8.00° 
Climax Molybdenum 6.07 6.78 5.80" 
( onsolidated Coppermines 1.47 3.28 2.99 
onsolidated Mining and Smelt. 1.50 2.01 1.75° 
opper Range 1.58 5.10 4.72 
agle-Picher Co. 2.47 5.06 5.88 
ranby Consolidated 95 1.67 72 
owe Sound 48 1.75 1.42 
udson Bay Mining & Smelt. 4.75 7.62 7.70 
ispiration Consolidated 4.36 7.04 7.21 
iternational Nickel 4.35 6.15 6.50 
aiser Aluminum & Chemical 1.12 1.95 2.87 
ennecott Copper 7.20 11.60 13.18 
agma Copper 5.18 5.43 6.21 
iami Copper 3.01 8.74 7.01% 
ational Lead 3.05 4.02 5.23 
lew Jersey Zinc 1.58 2.46 1.31 
helps Dodge 4.19 7.28 8.72 
eynolds Metals 2.02 3.41 3.93 
t. Joseph Lead 2.86 4.79 3.79 
). S. Smelt. Ref. & Mining 56 5.41 4.51 
Yanadium Corp. 2.50 4.65 4.72 
—Or latest 1957 div. rate. “—Plus stock. 


—Plus stock in 1956. 


Aluminium Ltd.: Second only to Alcoa in production. Lowest cost producer 
because of cheap hydro-power. Output expanding, export sales increasing. 
Strong finances. (A2 


Aluminum Co. of America: World's largest producer, completely integrated. 
Prime growth stock. Dividends modest, but growth factor impressive. (A2 


American Metal Ltd.: Holds important interests in low cost Rhodesian cop- 
per mines, also developing new lead zinc mine in New Brunswick. Extensive 
smelting facilities. (A2 


American Smelting & Refining Co.: World's largest smelter, important pro 
ducer of lead, zinc, silver from its own properties. Controls Toquepala, 
huge future copper project in Peru, developing major asbestos mine in 
Quebec. Interests are worldwide. Highest type management. (A2 


American Zinc, Lead & Smelting: Operates low cost zinc mines in Tennessee, 
large ore reserves. Produces zinc and zinc products. Has interest in uranium 
mine and mill in Utah. (B2 


Anaconda: One of Big Three copper producers, completely integrated 
wns American Brass, controls Anaconda Wire & Cable. Owns Chile 
Copper and El Salvador major copper mines in Chile. Largest American 
uranium producer. Important interests in aluminum, zinc, other metals. (A2 


Calumet & Hecla: With its copper mine virtually exhausted, main profits 
come from its subsiidary Wolverine Tube, fabricator of copper tubing. 
Financial position very strong. (C3 


Cerro De Pasco: Diversifying and integrating its position as major lead- 
zinc producer, moderate copper. Huge interests in Peru. Aggressive manage- 
ment. Likely to become a major world factor in lead and zinc. (B 


Climax Molybdenum: World's largest producer of molybdenum, with suffi- 
cient reserves for 100 years. Excellent management. Demand for molyb- 
denum as steel alloying element seen increasing. (C2 


Consolidated Mining & Smelting: Canada’s largest smelting company, owns 
huge Sullivan mine, lead-zinc property. Controlled by Canadian Pacific 
R.R. Prominent in developing new mining properties. (B3) 


Consolidated Copper Mines: Operates low grade copper orebody near 
Kennecott’s Nevada Consolidated. Reserves limited. Also controls Titan 
Metals, profitable fabricator. Financial position very strong. (C3) 


Copper Range: Old mine exhaused but owns White Pine, capacity 35,000 
tons per year, second only to San Manuel as new major copper mine. 
Reserves about 1 per cent copper. reported good for over 50 years. (C3 

Eagle Picher: Still important factor as lead-zinc producer but now concen- 
trating activities in manufacturing. Earning record is good. ( 





Ratings: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


3—No dividend action 10-17-56. 


Recent 


Dividends Per Share Div Price Range 

1954 1955 1956* Price Yield 1956-57 
$2.00 $2.15 $2.40 127 1.8% 150 ~- 997 
.80 95 1.20 91 1.2 133'2- 80 
.87- 1.50- 1.75! 26 6.7 35’8- 2334 
2.00 2.80 3.50 56 6.2 59'8- 4634 
1.00 1.00- 1.00 17 5.9 23's- 165% 
3.00 4.25 5.00 65 7.6 8734- 5734 
.60 65 .80 13 6.1 16'e- 1154 
1.12- 1.50- 1.60- 51 3.1 77%4- 4454 
3.00 3.60 3.60 70 5.1 78'2- 60 
95 1.40 1.00 16 6.2 23\4- 14% 
1.20 1.55 1.75 26 6.7 377%s- 26% 
.40 .40- 1.00! 37 2.7 70 - 33% 
1.50 1.80 2.20 43 5.1 48'2- 36's 
50 50 25° 9 20°%s- 87% 
40 1.00 .40 12 3.3 2658- 11% 
4.00 5.00 6.00 88 6.8 99 - 64 
3.00 5.00 5.00 47 10.6 6934- 42'2 
2.90 3.75 3.75 109 3.4 115'4- 78 
37 .90 42 2.1 70\4- 347% 
6.00 7.75 9.25 115 8.0 14734-1014 
‘ ‘ i 79 139 - 72% 
2.50 4.00 6.25 45 13.8 61%- 41'2 
2.10 2.85 3.25- 119 2.7 1232- 762 
1.25 1.25 1.50 41 3.6 59 ~- 38% 

3.00 3.10 5.00 57 8.7 76"s- 51 
.30- 45- 65 57 1.1 85 - 45's 
2.00 3.00 3.00 41 7.3 52 - 38% 

2.25 3.75 54 6.9 7134- 52 
1.30 1.80 2.00 48 4.1 5538- 38's 
‘—Paid 5% stock in 1955 & 1954; 7% in 1953 

'—Estimated. 
'—6 months. 


Granby Consolidated: Old mine exhausted and shut down. Has half in 


terest in promising Granduc prospect in British Columbia. (D3 


Howe Sound: Owns largest cobalt orebody in North America now operated 
profitably, but other zinc-gold mines ore marginal. Profits declining. (C3 


Hudson Bay Mining & Smelting: Prominent well operated zinc-copper 


Canadian producer, but reserves somewhat limited 3 


cost 


Inspiration Consolidated: Large copper producer, reasonably low 
c3 


Ore reserves increased by acquisition of Christmas Copper property 


International Nickel: World's largest nickel property and important copper 
producer. Adequate reserves, top flight management. Acquired promising 
new nickel property at Mystery Loke, Canada. (A2 


Kaiser Aluminum: Fully integrated aluminum producer assured of growth 
Large interest held by Kennecott Copper. (B83 


Kennecott Copper: World's largest copper producer. with important output 
of gold and molybdenum. Holds 24 of Quebec Iron & Titanium Corp. Strong 
cash position. (A3 


Magma Copper: its San Manvel mine is newest large U.S. copper mine 
recently into production but not yet at capacity. Expected to be low cost 
producer. (C2 


Miami Copper: Prominent copper producer of low grade ore 
serves. Strong financial position. (C3 


limited re- 


National Lead: Highly diversified manufacturer of lead products. Owns 
50% Titanium Metals Corp., operates Nicaro nickel in Cuba for U.S. Gov 
ernment, mines barite in Arkansats. True growth compony, management 
especially capable. (A2 


New Jersey Zinc: Largest U.S. producer of high grade zinc. Large reserves, 
good management. Owns 3 Quebec Iron & Titanium Corp. along with 
Kennecott’s 24 interest. (C3 


Phelps Dodge: Second largest U.S. copper producer, low cost producer, 
large reserves, good management. Copper production wholly with U.S. (A3) 


Reynolds Metals: Ranks third among aluminum producers. Entirely inte 


grated. Contracts for metal with General Motors and Ford 


major factor as well in zinc. 


St. Joseph Lead: Largest U.S. lead producer 
B3) 


Large low grade reserves, low costs. Has extensive foreign interests 


US. Smelting, Refining & Mining: Operates smelters in Utah, also gold 
dredging in Alaska. Has been successful in its oi! developments. (D3 


1—Improved earnings trend. 
2—Sustained earnings trend 
3—Lower earnings trends. 
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abroad. Unhampered by work stoppages ——— 
and stimulated by lush profits, produc- Comprehensive Statistics Comparing the 
tion zoomed. New producers, notably 
Magma and Copper Range, made sub- ee ee eee ee - 
° -_ ° Aluminum 
stantial additions to the domestic sup- Figures are in million dellers, ictaies ge 
ply. Chile, Northern Rhodesia, and Bel- except where otherwise stated. Ltd. America 
gian Congo established new records in CAPITALIZATION: 
output. Long Term Debt (Stated Value) $392.7 $3113 
P ‘ Preferred Stock (Stated Value) $ 73.1! $ 660 
Copper Production Increased in 1956 No. of Common Shares Outstanding (000) 10,013 20,553 
Capitalization $598.6 $397 8 
The figures of the Copper Institute Total Surplus $272.4 $534 5 
tell the story. World output in 1956 
increased about 10°% ; U.S. mine output INCOME ACCOUNT: Fiscal Year Ended 12/31/56 12/31 /% 
nearly the same amount. Deliveries on Net Sales $424.7 $864 4 
the other hand didn’t keep pace with Deprec., Depletion, Amort., etc. $ 32.5 $ 507 
production. In this country the gain was Income Taxes $ 49.1 $ 849 
only 1% over 1955, elsewhere in the Interest Charges, etc. $ 15.5 $ 93 
world 5%. As a result unsold stocks of Balance for Common $ 55.6 $ 871 
refined copper accumulated in produc- Operating Margin 29.0% 20.6% 
ers’ hands, totalling 355,000 tons at the Net Profit Margin 13.1% 10.3% 
year end, an increase of 144,000 tons Percent Earned on Invested Capital 01.6% 14.4% 
over 1955. Earned Per Common Share* $ 5.56 $ 424 
The problem facing the industry to- BALANCE SHEET: Fiscal Year Ended 12/31/56 12/3) /56 
day is to keep production from gaining Cash and Marketable Securities $ 76.1 $ 49.3 
further on present rate of consumption. Inventories, Net $145.3 $224 3 
This has been recognized by Anaconda Receivables, Net $ 82.7 $ 96» 
and Phelps Dodge in this country, and Current Assets $304.2 $375 4 
by O’ Okiep in Africa, who have cut Current Liabilities $120.4 $185.3 
back their respective outputs about 10%, Working Capital $183.8 $189.6 
but to date their example has not been Fixed Assets, Net $738.8 $664.3 
followed by other producers. And re- Total Assets $1,084.4 $1,157.46 
gretfully it must be admitted that it Cash Assets Per Share $ 7.60 $ 2.42 
won’t be easy to do, particularly abroad. Current Ratio (C. A. to C. L.) 2.5 2.0 
In Chile, the Government is vitally Inventories as Percent of Sales 34.2% 26.9% 
dependent on tax revenue from the big Inventories as % of Current Assets 47.7% 59.3% 
American-owned copper mines to meet 
its budget, and with lower copper prices *—Data on dividend, current price of stock and yields 
than in 1956, it is obliged to encourage in supplementary table on preceding page. 
output rather than permit restriction. s—Guheldiary preferred stock. } 
In Canada, copper output can’t be cut 
without shortening essential nickel pro- 
duction, as copper is mainly a by-product with nickel. and any resurgence of demand from the automotive 


In Rhodesia and the Congo, special political and 
labor problems make it nearly mandatory to main- 
tain product at a top level. 

But another factor has come into the picture that 
temporarily at least has cut production as effectively 
as a voluntary curtailment. Strikes have occurred in 
Canada, in Rhodesia, and a strike vote has been 
voted at the Braden Mine in Chile. In total, if long 
continued, world copper output may be reduced 
through work stoppages by about 15%, which would 
eliminate the apparent surplus. Strikes in the copper 
industry have been considered almost inevitable 
every year—1956 was the exception—and in the past 
have been a main contributing factor to irregularity 
of supply. 


Brass Fabricators Hard Hit 


Consumption as measured by fabricators’ deliv- 
eries have held up better than expected for the first 
two months of 1957, especially as the brass fabri- 
cators in the Connecticut Valley have been operating 
at little more than 60% capacity. On the other hand, 
business with the wire mills has been good, stimu- 
lated by the continued expansion of the utilities 
construction program. It is generally admitted that 
consumer inventories have been cut to a low point 
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industry, a pickup in residential housing starts, or 
better demand from the appliance manufacturers, 
would cause an immediate flood of orders to rest: re | 
depleted stocks. 


7. 


Another element is increased demand for copper) ! 


from Europe, following restoration of normal oi! 
supplies and consequent increased industry activity. 
Some indication of this is seen in the stronger price 
of copper on the London Metal Exchange, where} 
after sagging below the “crucial” 30-cent level sev- 
eral weeks ago to 2914 cents, the price slowly but 
steadily improved to 305% cents on April 9. This is 
the more noteworthy because the British shipping} 
strike, since settled, cut demand for the metal w hile| 
it lasted. 


Present Copper Price May Hold 

In th opinion of the Kennecott management, thet 
present 32-cent producers’ price will afford market} 
stability and discourage the use of competitive} 
metals—notably aluminum—by implication. The sa ne] 
opinion is expressed by Sir Ronald Prain, chairman 
of two powerful Rhodesian producers, who decla be 
at a New York meeting of stockholders that hey 
danger of substitution was almost eliminated with 
copper at the 32-cent level. 
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‘Position of Leading Non-Ferrous Metals Companies 
Amer American 
“Tt Meto Smelting & Anaconda International Kennecott National Phelps Reynolds St. Joseph Vanadium 
(o., t Refining Co Nickel Copper Lead Dodge Metals Lead Corp 
$ 12.7 $112.2 $261.6 $ 216 
7 $ 50.0 $ 34.7 $ 34.46 $ 39.2 
7,08 5,443 8,674 14,584 10,821 11,648 10,142 10,051 2,716 1,258 
$ 9 $173.1 $545.9 $ 95.5 $ 53.2 $ 92.8 $126.7 $349.7 $ 27.1 $ 27.9 
$ 35 $154.3 $335.4 $347.9 $670.0 $160.9 $231.6 $138.6 $ 44.4 $ 30.5 
12 56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31, 56 12/31/56 
$667 2 $592.9 $749.4 $444.7 $567.0 $576.2 $418.7 $405.2 $119.9 $ 64.3 
$ $ 93 $ 37.4 $ 19.8 $ 8.1 $ 10.6 $ 9.2 $ 19.4 $ 24 $ 2.1 
$ 4 $ 25.4 $101.8 $ 61.0 $138.0 $ 51.0 $ 65.5 $ 31.1 $ 5.2 $ 346 
$ ‘ $ 46 $ 10.7 $ 7 
$2 $ 36.3 $111.5 $ 94.8 $143.1 $ 60.9 $ 86.9 $ 39.3 $ 10.2 $ 59 
% 9.5% 28.2% 34.3% 49.5% 17.9% 35.5% 22.8% 12.0% 16.1% 
% 6.7% 14.8% 21.6% 25.2% 10.9% 20.7% 10.1% 8.6% 9.2% 
18 7% 12.1% 14.5% 21.7% 19.7% 24.4% 24.2% 18.1% 14.3% 16.1% 
$ 32 $ 6.67 $ 12.85 $ 6.50 $ 13.23 $ 5.23 $ 8.58 $ 3.93 $ 3.79 $ 4.72 
12 56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31, 56 1231/56 12/31/56 
$3 $ 65.3 $ 93.9 $166.1 $274.8 $ 56.5 $192.4 $ 46.0 $ 24.5 $ 12.1 
$3 $ 90.6 $ 84.7 $115.2 $ 92.9 $ 86.9 $ 59.1 $ 94.6 $ 14.1 $ 12.8 
$3 $ 49.0 $ 44.3 $ 45.7 $ 36.1 $ 54.4 $ 21.1 $ 50.3 $ 10.6 $ 7.1 
$i) $228.4 $297.6 $327.1 $436.6 $198.4 $274.8 $196.0 $ 49.6 $ 32.9 
$5 $ 91.5 $ 90.7 $ 81.6 $108.2 $ 80.9 $ 99.3 $ 69.6 $ 11.3 $ 94 
$ 6 $136.9 $206.9 $245.5 $328.4 $117.5 $175.5 $126.4 $ 38.3 $ 23.5 
$ 3¢ $129.9 $624.4 $189.2 $273.5 $106.6 $134.2 $325.4 $ 19.46 $ 24.8 
$19 $434.5 $975.8 $571.6 $834.0 $353.1 $457.8 $613.2 $ 85.3 $ 71.0 
$ 9 $ 12.00 $ 10.83 $ 11.39 $ 25.41 $ 4.85 $ 18.97 $ 4.58 $ 9.02 $ 9.61 
2 2.5 3.2 4.0 4.0 2.4 27 2.8 4.4 3.5 
57% 15.2% 11.3% 25.9% 16.3% 15.1% 14.1% 23.3% 11.8% 19.9% 
33. 2% 39.7% 28.4% 35.2% 21.3% 43.7% 21.5% 48.2% 28.4% 39.0% 








\nother contributing factor to stability of the 
present price level is the likelihood that the Govern- 
ment would buy copper if it declined below 30 cents. 
It is estimated that 4000 tons a month would be taken 
at 29 cents, and 6000 tons additional at 27 cents. 
There is the further possibility that escalator clauses 
under the Defense Production Act covering future 
increases in general cost levels would make copper 
saleable to the stockpile at 30-33 cents a pound. 

Finally, according to an estimate by the chairman 
of Anaconda, nearly 14% of the domestic copper 
production had costs of 30 cents a pound and up- 
wards in 1956, Any long continuence of a 30-32 cent 
price level would ultimately put these marginal pro- 
ducers out of business, although it must be admitted 
it might take a much longer time than mere arith- 
metic would indicate. However, the debacle in the 
market has already forced some minor properties to 
suspend operations permanently. It has, of course, 
rather effectively squashed for the present most new 
copper promotions looking for venture capital. 

Most of the established copper mines can continue 
to do quite well for their stockholders at 32-cent 
copper. It is reliably estimated that 90 per cent of 
the world’s production is profitable at 27 cents a 
pound—this includes of course the low cost producers 
in Chile, Rhodesia, and the Congo. Undoubtedly the 
costs for Kennecott and Phelps Dodge, which jointly 
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produce about 63‘c of the total U.S. output, are less 
than 20 cents a pound after credit for by-product 
metals, when operating at normal capacity. 


Aluminum Stocks Have Declined 


Speculators in aluminum stocks who bought early 
in 1956 are generally a disgruntled lot. Regardless 
of other opinion of continuation or end of the bull 
market, they know they have had a bear market in 
their own aluminum stocks for over a year. From 
a 1956 record high of 109 for the average price 
of the four producers — Alcoa, Alcan, Kaiser, and 
Reynolds—the present average price has fallen to 78, 
a decline of nearly 30%. 

Yet the aluminum industry in 1956, for the fifth 
year in succession set a new primary output record 
and achieved a new high in shipments of aluminum 
products, Production would have been higher if 
work stoppages had not occurred in August during 
wage negotiations, and if power shortages had not 
cramped Canadian output. And consumption would 
have been greater if sharp cutbacks had not occurred 
in two major markets, automotive and housing 
construction. 

At it was, U.S. primary production climbed to 
1,683,000 tons, about 46 per cent of world output. 
Including primary imports (Please turn to page 178) 
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TRUE GROWTH STOCKS 


VS. 


OVER-BULLED SITUATIONS 


—An Investment Re-appraisal 


By HAROLD M. EDELSTEIN 


Most articles on growth stocks must of neces- 
sity be exercises in hindsight, for it is in the nature 
of growth stocks that their only true test is the end 
result. As with so many other things in a non-sci- 
entific field, even the problem of defining the entity 
to be dealt with warrants above-average care in 
selection. Various issues may be classed growth 
stocks, or the list may be so restrictive as to include 
only those which classically have demonstrated their 
right to the title. For the purpose of this article, 
therefore, we shal] attempt a broad definition which 
we feel covers most of the generally accepted ideas 
embodied in the growth stock concept. Growth stocks 
are those which represent adequately financed, well 
managed companies in industries which appear to 
be growing at a faster rate than the overall econ- 
omy, and where the future for continued growth 
looks bright. 

We recognize that this removes from the growth 

classification many stocks which have,—and will 
continue to move ahead — as well as many companies 
which have advanced their prospects through aggre- 
sive management and sound financ- 
ing. Nevertheless, this definition rules 
out the outright speculation, which 
is of course, a play for growth, as 
well as the undervalued situation. 
Both of these categories are legiti- 
mate areas for commitments, but re- 
gardless of the profit potential in such 
stocks, they are not growth stocks, 
if we are to reduce that term to a 
meaningful concept. 

Perhaps it is well to elaborate fur- 
ther on some of these differences. 
Investment in a growth stock is based 
on the supposition that the company, 
as presently constituted, or as it will 
normally develop, will pay off in cap- 
ital growth and higher future earn- 
ings and dividends. It may be termed 
from the investor’s point of view a 
reasonable choice of foregoing cur- 
rent income return for the advan- 
tages of a higher and more firmly 
set earnings base in the future. 


Proper Timing the Essential 


The history of many established 
growth stocks bears out this con- 
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Pertinent Statistics on Growth and Quasi-Growth Stocks 
| Price- Price- Dividend 
| Percentage Earnings Earnings Dividend Yield 
Change 1956 Ratio Ratio Based = Current Yield on 
| Price Range From Earnings Based on on 1956-57 — Indicated on 1956-57 
| 1956-57 Recent 1956-57 Per Recent High Dividend Recent High 
High-Low Price High Share Price® Price® Rate Price Price 
luminium, Ltd. 150 - 997% 128 14.6% $5.56 23.0 26.9 $2.40 1.8% 1.6% 
| American Cyanamid 79%2- 61 78 - 18 4.21 18.5 18.9 3.00 3.8 3.7 | 
| merican Gas & Electric 43'2- 315% 36 16.1 2.03 17.7 21.4 1.44 4.0 3.3 | 
| merican Potash & Chemical 56 ~- 38% 51 8.9 2.46 20.7 22.7 1.00- 19 1.7 
ethlehem Steel 49% 8- 35% ad 11.3 3.83 11.4 12.9 2.40 5.4 48 
| Champion Paper & Fibre 45 - 29\% 35 22.2 3.25! 10.7! 13.8! 1.20 3.4 2.6 
Paso Natural Gas 37 - 212 36 2.7 2.11 17.0 17.5 1.30 3.6 3.5 
ansteel Metallurgical 57%s- 31 57 4.20 13.5 13.6 1.00° 17 1.7 | 
| ‘reeport Sulphur 109'2- 78 109 5.35 20.3 20.3 3.00 2.7 2.7 
eneral Dynamics 6858- 3734 66 3.7 4.14 15.9 16.5 2.00 3.0 2.8 
seneral Electric 65'2- 5238 60 3.8 2.45 24.4 26.6 2.00 3.3 3.0 
Srace (W. R.) & Co. 60'4- 4434 53 12.0 4.41 12.0 13.6 2.40 45 3.9 | 
nternational Paper 144'2- 94% 95 34.2 7.05 13.4 20.4 3.00” 3.1 2.0 
Ainnesota Mining & Mfg. 7534- 52'2 67 11.5 2.30 29.1 32.9 1.20 1.7 1.5 
dutboard Marine Corp. 8334- 40'4 81 - 3.2 5.06 16.0 16.5 2.00 2.4 2.3 
dwens-Corning Fiberglas 91 ~- 44% 51 —43.9 1.66 30.7 54.8 .80 1.5 8 | 
’anhandle Eastern Pipe Line 56'2- 37 53 6.1 2.75 19.2 20.5 1.80 3.3 3.1 
adio Corp. of America 50%8- 315% 35 30.5 2.63 13.3 19.1 1.50 4.2 2.9 
perry Rand 29\- 20 21 28.0 1.80! 11.6! 16.1! .80 3.8 2.7 
tandard Oil of New Jersey 66 - 47% 59 —10.6 4.11 14.3 16.0 2.20 3.7 3.3 
exas Instruments 2472- 115% 23 - 69 72 31.9 34.4 
Union Carbide & Carbon 13338-10052 11 16.7 4.86 22.8 27.4 3.60 3.2 2.6 
—Based on 1956 earnings per share. 1_Estimated. 3—Plus stock in 1956. 
| 2—Plus stock. | 























fidence. Financial records abound with illustrations 
of the extraordinary performance of such issues. 
In the period 1947 through 1956, Minnesota Mining 
& Manufacturing increased in price 826%, if all 
shares received as stock dividends and splits were 
retained. Cash dividends at the end of 1956 offered 
a 1.5% yield on the then current price of the stock, 
but a 13.5% yield on the 1947 purchase price. Gen- 
eral Dynamics Corp. increased in price 1,080% in 





the same period. Dividends at the end of 1956 
yielded 32.8% on 1947 purchase prices, but only 
2.8% on the 1956 market price. 

The point need not be labored with additional 
examples. This is obviously the kind of performance 
the buyer is seeking when he buys stocks bearing 
the growth stock label. 


Glamor Stocks Often Not Growth Stocks 


A commitment made in a “glamorized” stock, is 
at times a speculation made in the hope of reaping 
large profits through extraordinary developments 
—or a play for windfall stakes by taking commen- 
surate risks. 

Then take the undervalued situations, which are 
frequently confused with growth stocks during a 
period of advancing prices. In most cases, once they 
have become amply priced they lose their dynamic 
characteristics because they are actually not growth 
stocks but merely special situations of timely in- 
terest. It is for this reason that there is such an 
uneven performance between growth and pseudo- 
growth stocks. 

Thus it is that many investors have purchased 
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equities they believe to be growth situations when, 
in many cases, they have mistakenly purchased 
speculative stocks. That is why many issues which 
have been purchased under the growth category 
have shown such tremendous losses and in this article 
we are going to analyze the position of the various 
companies. 


Growth Stocks vs Normal Growth 


Since 1939 the steel industry has demonstrated 
enormous sales, earnings and stock price growth, 
yet the stocks of most leading steel companies, gen- 
erally are not classified as growth stocks. This is 
true despite the fact that diversification and the 
extension of the use of steel for many new purposes 
has removed some of the basic concepts that steel 
is too cyclical an industry. Despite its changing 
character, however, it remains a basic industry 
which continues to demonstrate normal growth in 
line with the economy and at times is in a decided 
growth stage. 

As a matter of fact, despite the traditionally low 
price earnings ratios which these stocks command, 
some of the leaders have outstripped in performance 
some of the so-called growth stocks. 

The purpose of this article and the table here- 
with is to differentiate between growth and other 
type stocks which have demonstrated extraordi- 
nary performance. 

In the last six months, the action of many es- 
tablished growth stocks has disappointed purchasers 
who bought them with the confidence that their 
inherent growth (Please turn to page 194) 












































































By JOHN D. 


The last few years have witnessed an enor- 
mous expansion of production facilities in this coun- 
try. Understandably, the machinery and machine tool 
industries have reaped attractive rewards from this 
expansion, Leading stocks in these groups have been 
among the market leaders for long stretches of time 
in recent markets, but the time has come to reassess 
their potential, 

The industry is notably a “feast or a famine” one, 
and by its very nature will probably remain so. 
Survival in the industry depends to a large extent 
on sound financial structures which can withstand 
the long lean year stretches, and enough diversifica- 
tion to keep the enterprise going while it prepares 
itself through research and development to fully 
exploit each succeeding round of capital expansion. 
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Boom in Machinery 
and Tools Ended? 





C. WELDON 


Under the triple stimulus of rising spending for 
industrial equipment, dramatic new improvements 
in tools and machines, and a substantial rise in 
government orders, 1956 was a banner year for the 
industry, comparable to the prosperity it enjoyed 
during the Korean emergency. In 1957 the more 
optimistic observers are looking for the industry to 
ship a billion dollars in goods compared with $885 
million in 1956. This rate seems possible, however, 
only if we assume that the production rate of Jan- 
uary and February will hold or accelerate through 
the rest of the year. 

Of greater importance than the rate of shipments, 
however, is the rate at which new orders are being 
written. Total shipments for the first two months 
of this year were over $154 million, but new orders 
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Leading Machinery Manufacturing Companies 


1954 1955 
American Machine & Foundry $1.62 $1.64 
Bliss (E. W.) Co. 4.01 2.16 
Bucyrus-Erie 2.92 4.19 
Buffalo Forge 2.82 2.36 
Clark Equipment 2.51 4.23 
Fairbanks Morse & Co. 2.03 2.21 
Foster-Wheeler 6.16 2.19 
Gardner-Denver Co. 2.05 2.74 
Ingersoll-Rand 3.80 4.54 
Joy Mfg. Co. 2.12 3.18 
Link-Belt 3.24 4.45 
Mesta Machine 5.38 3.65 
United Engineering & Fdy. 1.14 87 
Worthington Corp. 5.10 5.22 

*—Or latest 1957 div. rate. 1—Plus stock. 





American Machine & Foundry: The long term outlook of the company ap- 
pears quite promising as the result of increasing defense business, the 
participation in the electronics and nuclear energy fields and growing 
rental income from their automatic pinspotter. However, for the present, 
the stock selling at a high price-times-earnings ratio, seems to be fully 
priced. 


Bliss (E. W.): An important producer and manufacturer of heavy equip- 
ment, presses and ordnance items, Bliss demonstrated the ability of 
growth. Increased sales however could not always be translated into 
better net figures. Favorable future ovtiook may point to improved earn 
ings. (Bl 


Bucyrus-Erie: The Road Building program and top heavy construction out 
lays should aid sales and earnings in the coming year. Based upon favor 
able prospecis, the stock appears reasonably priced. (B2 


Buffalo Forge: The company serves a broad list of customers through its 
highly diversified line of products. Past rate of growth was reasonably 
good, though not spectacular, while the stock provides a generous income 
return. (Bl 


Caterpillar Tractor: The leader in the manufacture of heavy duty earth 
moving equipments, heavy farm equipment and related lines, the future of 
Caterpillar seems bright. A three year, $200,000,000 expansion program 
should enhance future earnings. (Al 


Clark Equipment: Sparked by the broadening of the construction ma- 
chinery line which accounts for more than 50% of total sales, new highs 
in revenues and profits are expected in the current year. A modest year 
end extra dividend should be looked for. (A2 my is 
Ratings: A—Best grade C—Speculative 
B—Good grade. D—Unattractive 











~ -Earnings Per Share 


1956 


$3.00 


3.01 
3.64 
3.07 
4.11 
2.81 
1.81 
4.05 
5.96 
6.10 
6.00 
4.36 
1.28 
6.11 


MACHINERY MANUFACTURING COMPANIES 


1—Improved earnings trend 3—Lower earnings trend 


?— 


Dividends Per Share Recent Div Price Range 
1954 1955 1956* Price Yield 1956-57 
$1.00! $1,00! $1.20- 37 3.2% 4034-24'4 
1.45 1.60 2.00 27 7.4 33%2-25 
2.00 2.30 2.40 46 5.2 5634-38'8 
2.00 2.00 2.00 31 6.4 3634-27 
1.50 1.87 2.12 56 3.7 752-39 
2.00 1.75 1.65 57 2.8 65 -38% 
70 1.60 1.60 40 40° 42'8-30'4 
1.00 1.00 1.80 41 4.3 4378-23 
2.50 3.00 3.50 79 44 882-59 
1.25 1.58 2.80 64 43 7634-358 
3.00 3.00 3.15 67 47 76'2-47 \2 
2.50 3.00 3.00 56 5.3 6414-48 
.90 .80 80 14 5.7 1678-1334 
2.50 2.50 2.50! 59 42 60'2-41'8 


~—Plus stock in 1956. 


Fairbanks Morse: All time high sales of $135 million in 1956 resulted in 
comparatively poor net showings because of decreasing profit margins 
A fight for control of the company by Penn-Texas Corp. inflated the price 
of the stock to a point where basic values are over rated .(BI 


Foster Wheeler: Since the company’s principle business and products ore 
designed to supply the oil refinery and power piant generating industry, 
and since demand for the company’s products is strong, the immediate 
future outlook appears favorable 3 


Joy Menufacturing: In line with recent improvements experienced in the 
coal industry, Joy's outlook could be regarded as bright. Profit margins 
should be well maintained. Thus per share earnings may equal or exceed 
the $6.10 net realized last year. (BI 


Link Belt: A fine quality equity with 50 years of unbroken dividend record, 
the stock should merit attention. (A 


Mesta Machine: Past performance of this well situated steel mill equipment 
manufacturer is remarkably good and the enormous order backlog should 
assure materially improved earnings, at least for the coming year. (B1 


United Engineering and Foundry: Substantial orders placed by the steel 
industry and the expected additional volume of business lends fair long 
term promise to this equity. Speculative holdings may be retained. (B1 


Worthington Corp.: A remarkably even high level earnings record for the 
past decade typifies this well diversified machinery enterprise. With basic 
markets growing and due to the company’s participation in atomic energy 
projects, long term future outlook appears favorable 


Sustaine dearnings trend 
































Leading Machine Tool Companies 


Earnings Per Share Dividends Per Share Recent Div Price Range 
1954 1955 1956 1954 1955 1956° Price Yield 1956-57 
Black & Decker $3.33 $4.10 $5.17 $1.00! $1.00! $1.40 58 2.4% 58'2-32’s 
Bullard Co. 6.61 “1.41 2.06 4.00! 1.00 1.20 23 5.2 3858-22 
Chicago Pneumatic Tool (New) 1.45 1.87 2.44 1.16 87! 1.00! 25 4.0 26 -13'2 
Cincinnati Milling Machine 5.37 2.47 4.65 2.00 1.52 1.60 43 4.3 55'4-37'4 
Ex-Cell-O Corp. (New) 2.60 2.70 4.01 50! 87 1.00 46 2.1 48 -31's 
Greenfield Tap & Die 1.20 2.40 2.89 1.00 1.25 1.25 18 5.2 2278-1558 
Monarch Machine Tool 3.16 .08 2.34 1.50 1.20 1.35 20 6.7 2834-195 
National Acme 7.37 6.41 8.60 4.00 4.00 5.00 72 6.9 82 -62 
Van Norman Industries 87 1.09 1.10 1.00 1.00 .40 10 4.0 1738- 92 
d_Deficit. _*—Or latest 1957 div. rate. '—Plus stock. | 


Black & Decker: Growing demands for the company’s products and well 
sustained profit margins point toward further enhancement in sales and 
earnings. The stock may be attractive for its long term potentials .(B1 


Bullard Co.: Sales fluctuation in line with the general industrial demand 
coupled with uncertainties in the automobile industry would seem to im 
pose excessive pressure on the company’s future performance. Earnings 
may be maintained at around present levels. 


Chicago Pneumatic Tool: Extensive diversification and the expanding pro- 
duction of items for the oil industry indicate favorable medium term im 
provements. Earnings could exceed the $2.44 per share realized in 1956 
adjusted for the split shares. (C1 


Cincinnati Milling Machine: Remarkable technological advances and the 
introduction of new automatic devices should bolster earnings considerably 
The strong capital structure provides faverable investment esteem. (Al) 


Ex-Cell-O: The cushioning effec of the broad diversification and a lesser 
dependence on the somewhat volatile machine tool business, should be 
regarded as the most constructive factors in this situation. Continued un- 


Ratings: A—Best grade. C—Speculative. 
B—Good grade. D—Unattractive. 





MACHINE TOOL COMPANIES 


1—Improved earnings trend 3—Lower earnings trend ~~ 


2— 


derlying growth appears probable. (Al 


Greenfield Tap & Die: The strong financial position and the modernization 
program to be carried out in coming years may help the company to with 
stand changes in geenral business conditions. Performance consistency 
however, does not seem to be assured. (C 


Monarch Machine Tool: The company's established position in the tool 
manufacturing business, serving mass production industries, its relatively 
good past earnings record and the unbroken dividend stability since 1913 
invite confidence. (B1 


National Acme: A dynamic unit in a chacacteristically cyclical industry 
National gives every indication of long term growth which is coupled 
with an above everage, well supported current income return. (B) 


Van Norman Industries: The aggressive reorganization lanched by a new 
management group and several recent acquisitions, to broaden diversifica 
tion, do not provide a clear enough picture for the final successful outcome, 
thus, the stock appears to be too speculative for the average investment 
portfolio. (C2 


Sustaine dearnings trend. 
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of $121.4 million fell substantially 
short of that figure. Understand- 
ably, this decreasing trend of in- 
coming orders, which has been in 
evidence since December 1956, is 
causing growing concern. Back- 
logs are the backbone of the indus- 
try, and these are being eaten into 
steadily. 

The “New Order Index” com- 
piled by the American Supply & 
Machinery Manufacturers Assn., 
reached an all-time high of 215.9 
in November, 1956 (July 1948 
equals 100), compared with 189.7 
the year before. The latest esti- 
mate of backlogs as of February 
28, 1957 shows that machine 
tool orders on hand are enough 
to maintain production for 5.8 
months, compared with 7.6 months 
at the end of Decembr 31, 1955. 

On the basis of current trends, 
$800 million total volume of ship- 
ments is projected for the full 
year. Although this rate is some- 
what less than last year’s, yet it 
is worth noting, for declines in 
incoming orders in these indus- 
tries usually accelerate quickly 
once they start. Even a very small 
percentage cutback in other in- 
dustries can be reflected back in 
large percentage cuts in the ma- 
chinery and tool industries. There 
seems little likelihood of an early 
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Comprehensive Statistics Comparing the 
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renewal of the extraordinary re- 
cent expansion in the face of tight 
money, the end of rapid deprecia- 
tion policies, over-production in 














many industries and shrinking 
corporate profit margins. 

A recent survey published by The Department of 
Commerce shows that capital spending in 1957 will 
approximate $37.4 billion or about 614% more than 
the $35.1 billion spent in 1956, which, however, was 
some 22% greater than that of the year before. 
This “capital spending” figure should be regarded 
as an important and most revealing stastistic, al- 
though a rapidly changing one. In point of fact, 
the 1957 estimate has already been revised more 
than once since the first of the year, each time 
downward. Therefore it seems to be obvious that the 
phenomenal increase in capital expenditure experi- 
enced by the industry in recent years is slowing 
down, as the well anticipated, natural consequence 
to be expected after an unusual rise. 


Facts and Forecasts 


The future outlook now presents a fundamentally 
changed picture as compared to what it was half a 
decade ago. Then, followed by the aftermath of the 
post-war period, industry was facing a gross in- 
capacity to produce consumer’s goods in ample 
quantities to meet increasing demands, because of 
obsolete and often wholly depreciated manufacturing 
equipment. However, the producing capacity of 
American industry has been substantially rebuilt or, 
as now feared, even over-built. 


164 


THE MAGAZINE OF WALL STREET 


- Too! ——— 

Black Chicage Cincinnati 
Figures are in million dollars, & Decker Bullard Pneumatic Mill ng 
except where otherwise stated. Mfg. Co Tool Machine 
CAPITALIZATION 
Long Term Debt (Stated Value) $ 4.7 Ss ay 
Preferred Stock (Stated Value) $ 10 
No. of Common Shares Outstanding (000) 970 728 4,239! 1,76 
Capitalization $ 837 $ 10.9 $ 22.0 $2.0 
Total Surplus $ 26.5 $ 12.7 $ 37.4 $3.6 
INCOME ACCOUNT: Fiscal Year Ended 9/30/56 12/31/56 12/31/56 B12) 11/56 
Net Sales $ 49.8 $ 42.4 $ 83.3 $14°5 
Deprec., Depletion, Amort., etc. $ 2 $ 69 $ 15 $ 64 
Income Taxes $ 5.2 $ 1.4 $ 11.1 $ °5 
Interest Charges, etc. SS 24 S s 
Balance for Common $ 5.0 S Ww $ 10.3 $ 6.1 
Operating Margin 20.4% 7.6% 25.1% 15.3% 
Net Profit Margin 10.0% 3.5% 12.4% 4% 
Percent Earned on Invested Capital 18.2% 7.5% 17.4% | 1°.8% 
Earned Per Common Share* $ 5.17 $ 2.06 $ 2.44) |$ 64 
BALANCE SHEET: Fiscal Year Ended 9/30/56 12/31/56 12/31/56 | 12 51/56 
Cash and Marketable Securities $ 56 $ 2.4 $ 12.9 $13.2 
Inventories, Net $ 13.7 $ 9.5 $ 32.6 $ 35.6 
Receivables, Net $ 9.0 $ 58 $ 15.3 $214 
Current Assets $ 28.4 $ 18.0 $ 61.2 $ 707 
Current Liabilities $ 9.7 $ 9.0 $ 21.8 $ 268 
Working Capital $ 18.7 $ 9.0 $ 39.4 $ 43.9 
Fixed Assets, Net $ 13.0 $ 14.7 $ 18.1 $ 22.6 
Total Assets $ 42.0 $ 32.7 $ 81.2 ) $160.8 
Cash Assets Per Share $ 5.84 $ 3.32 $ 3.07 $ 7.74 
Current Ratio (C. A. to C. L.) 2.9 2.1 3.0 2.6 
Inventories as Percent of Sales 27.6% 22.4% 39.1% 23.8% 
Inventories % of Current Assets 48.4% 52.9% 53.3% 50.3% 

*—Data on dividend, current price of stock and yields in 1_New stock. 
supplementary table on preceding page. 

Individual consumer’s lust for spending, or their | credit ins 
actual ability to stretch personal debt burdens fur- | labor anc 
ther, sparked a buying spree which climaxed in mid- | interest 
1955 but which shows signs of tapering off. In the | porate pr 
meantime, industrial capacity has been expanded so | —the use 
that at the present about 20% more goods can be | Palision, 
produced than consumed. This over-capacity, paral- | trend, w« 
leled with an unquestionable anti-climax of demand in tran 
in the making, may tend to further aggravate the | and tooli 
economic imbalance. A classical example to demon- | De in 
strate the true extent of over production is the auto- | productic 
mobile industry. The “Big-Three” produced and | of last y 
sold 8 million cars in 1955, which was the historica] | Which sh 
peak year. The actual amount however, which can | Most line 
be sold is somewhere in the neighborhood of 6.5 | heavy m: 
million cars. Thus the excess plant capacity has to be | Well sust 
idled or even shut down entirely. This trend is grad- | 4eliverie: 
ually being repeated in primary aluminum, most steel. As 
non-ferrous metals, paper, rubber, glass and in the | Should c 
building industries as well as in some chemicals. by the sl 

To go a step further, the effect of diminishing 
marginal return on every dollar invested, could dis- | 
courage any near-term capital expansion. | ’ 

It is even doubtful whether an expected relaxation § | he st 
in the Federal Reserve’s monetary policy—to mate- lit nts, a 
rialize around mid year—could reverse the present it s felt 
trend, since it is known that most of the recent § ™ Xing 
expansions have been financed through long term | the pres 
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the} Position of Leading Machinery and Machine Tool Companies 
achine & Too! - - — Machinery Manufacturing— 
gc Cincinnati American Fairbanks Joy 
atic Mil! ng Ex-Cell-O0 Machine Bucyrus- Clark Morse Ingersoll Mfg Link Worthington 
| Mac! ine Corp. & Foundry Erie Equipment & Co Rand Co Belt Corp 
$ 13.5 $ 67.4 $ 10.0 $ 21.0 $ 12.6 $ 19.2 $ 25.0 
$ «0 $ 8.46 $ 13 $ 2.5 + 7.9 
yl 1,76 3,630! 2,872 1,866 2,271 1,372 6,024 1,787 1,859 1,456 
) $2.0 $ 18.8 $ 96.2 $ 19.3 $ 56.3 $ 30.5 $ 30.6 $ 21.0 $ 93 $ 47.5 
$ 3:6 $ 55.4 $ 38.8 $ 49.9 $ 18.4 $ 45.4 $104.8 $ 52.7 $ 71.1 $ 58.3 
6 §12 56 11/30/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 9/30/56 12/31/56 12/31/56 
$14°5 $150.2 $175.2 $ 86.5 $145.3 $.35.0 $189.1 $121.1 $163.9 $170.2 
$ 64 $ 7.4 $ 83 $ 2.3 $ 19 $ 2.1 $ 1.5 $ 2.1 $ 3.1 $ 2.1 
5 95 $ 15.1 $ 10.0 $ 77 $ 9.0 $ 3.5 $ 37.0 $ 11.1 $ 12.2 $ 93 
$ <4 $ 2.46 $ <4 $ 13 $ 8 $ 9 $ 13 
§ 68.1 $ 14.1 $ 86 $ 68 $ 93 $ 38 $ 35.9 $ 10.9 $ 11.0 $ 89 
% 15.3% 19.3% 12.0% 15.9% 12.5% 6.0% 36.7% 17.8% 14.0% 11.1% 
% 4% 9.4% 5.1% 7.8% 6.4% 2.8% 19.0% 9.0% 6.7% 5.4% 
Ye 1°.8% 23.3% 13.2% 11.4% 17.4% 6.0% 26.6% 20.0% 13.7% 11.5% 
' $ 64 $ 4.01! $ 3.00 $ 3.64 $ 4.11 $ 2.81 $ 5.9% $ 6.10 $ 5.95 $ 6.11 
56 © 12 31/56 11/30/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 9/30/56 12/31/56 12/31/56 
$ 13.2 $ 11.0 $ 17.8 $ 12.7 $ 106 $ 65 $107.6 $ 11.4 $ 17.9 $ 7.4 
$ 35.6 $ 34.8 $ 43.2 $ 36.2 $ 43.2 $ 46.6 $ 42.4 $ 36.4 $ 36.1 $ 62.7 
$214 $ 19.7 $ 43.5 $ 10.8 $ 16.1 $ 16.8 $ 23.5 $ 19.8 $ 20.5 $ 35.1 
$ 707 $ 66.4 $106.7 $ 59.8 $ 76.4 $ 69.9 $173.6 $ 67.7 $ 75.0 $107.4 
$ 268 $ 29.8 $ 44.4 $ 15.1 $ 30.7 $ 29.9 $ 51.7 $ 19.3 $ 20.2 $ 39.3 
$43.9 $ 36.6 $ 62.3 $ 44.7 $ 39.7 $ 40.0 $121.9 $ 48.4 $ 54.8 $ 68.1 
$ 22.6 $ 17.5 $ 18.9 $ 22.3 $ 28.1 $ 28.2 $ 97 $ 18.5 $ 23.8 $ 35.5 
$160.8 $107.3 $182.5 $ 84.3 $105.5 $105.9 $193.5 $ 93.1 $109.6 $145.8 
$ 7.74 $ 3.03 $ 6.20 $ 6.82 $ 4.70 $ 4.75 $ 17.86 $ 6.47 $ 9.65 $ 5.12 
2.6 2.2 2.4 3.9 2.3 2.3 3.3 3.5 3.7 2.7 
23.8% 23.1% 24.6% 41.9% 30.0% 34.5% 22.4% 30.1% 22.0% 36.8% 
50.3% 52.4% 40.4% 60.6% 61.4% 66.7 % 24.4% 53.6% 48.1% 58.4% 
r credit instead of out of equity capital. Thus, while however, automation may provide the spark for 


labor and material costs coupled with equally high 
interest rates have already cut sharply into cor- 
porate profits—in certain cases to a point of no return 
—the use of additional outside capital for plant ex- 
pansion, in the face of a highly uncertain general 
trend, would be out of the question. 
in transcribing the above symptoms to the machine 
and tool industry, the near term outlook thus appears 
to be in doubt, As it was pointed out previously, 
} production rates may very well measure up to that 
fof last year, especially in terms of dollar volume 
‘which should be aided by recent price increases in 
most lines. Also, some of the select companies in the 
heavy machinery and equipment group should show 
well sustained performance because of the delays in 
deliveries, due to past shortages in certain types of 
steel. As a whole, however, the weakening trend 
'should continue from here on, as amply manifested 
' by the slower pace of incoming orders. 


ae 


' Automation vs. Industry's Progress 


i ‘he stock market, which often discounts coming 
} events, already shows signs of uncertainty. Generally, 
hit s felt that the atmosphere is not favorable for 
} making commitments in these industrial groups at 
the present time. On a relatively long term basis 
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future recovery. 

Automation, a widely used but often misused con- 
cept, represents the symbol for a dramatic new 
standard of improved production and an industry- 
wide challenge for a changed scope of living. To be 
specific, in the metal fabricating and processing in- 
dustry it simply means the use of automatic transfer 
machines for moving work pieces from one machine 
tool to another. Thus, the automatic machine tool is 
a multi-purpose apparatus which is capable of per- 
forming possibly as many as 540 different operating 
functions simultaneously. The size of such machine 
tools may vary. They could be as long as a football 
field, to cost as much as $2-3 million, or smaller 
units, so called “feedback” devices, which are “servo- 
mechanic” systems used to control the operation 
of numerous machines in accordance with pre-set 
specifications. 

The application of automatic devices in perform- 
ing such services as drilling, gear cutting, grinding, 
milling, boring, broaching and the perfection of fully 
automatic lathes is already an accomplished phase in 
the brief history of the industry. Indeed, the past 
decade produced unbelievable innovations in the 
direction of production efficiency, marking a basic 
departure from the previously known trends. This 
was done through a (Please turn to page 188) 
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Battle for Leadership 
Between Two Cans 


— American Can — Continental Can 


By H. F. TRAVIS 


In no other important basic industry do two 
manufacturers so completely dominate their field as 
American Can Company and Continental Can Com- 
pany do. They probably account for almost three- 
quarters of the metal containers used in this country 
each year. In addition, they have been spreadine 
activities into other types of containers and have 
been outdistancing small competitors. Of the total 
market estimated at more than $1.5 billion in metal 
containers it has been estimated that American Can 
accounts for slightly less than one-half, or about 
15 per cent, while Continental Can supplies about 
one-quarter of the country’s tin can requirements. 

A study of recent histories of these major manu- 
facturers discloses interesting likenesses as well as 
significant contrasts. The most important fact that 
investors find of interest is the record of aggressive 


166 


expansion shown by Continental Can since before 
the war. With the addition of products other thar 
metal containers this company has boosted its volume 
of business to more than $1,013 million in a single 
year, culminating a rate of growth more than twice 
that for the economy as a whole as measured by the 
gross national product. American Can’s sales ané 
rentals have mounted steadily to a new high recor@ 
of $771.6 million in 1956, but the gain is well below 
the growth in gross national product since 1939. In 
the last decade (taking 1946 as 100) American Can’ 
volume last year reached an index of 299, while 
Continental’s rose to 474. 

This better-than-average showing by Continental, 
of course, is explained in large part by the manage 
ment’s vigorous expansion in non-metallic contain- 
ers. The philosophy dictating a trend toward diver: 
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sales volume, the savings could be 
significant when the program is com- 
plete. 
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In an effort toward further growth 
55} in products other than tin cans, it 
| is believed that American’s manage- 
} ment has been studying the possibili- 
ties of expanding paperboard prod- 
ucts. The company is one of the larg- 
est manufacturers of paperboard milk 
containers, having pioneered this 
rapidly growing competitor of the 
glass milk bottle. Diversification into 
wax-lined containers for food prod- 


= 





ae | 
Tse 


us 


— 


tt 
+ 


if 


SANDS 





+ 

| 

| 

| 

| 
EeRe 





| ie etl THO )F SHARES 


ucts widely used in distribution of 
frozen food offers an_ interesting 
challenge. The company also might 
expand in the direction of paper cups 
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for soda fountains as well as for 
dispensing beverages in off-premises 
sales. In line with such proposed 
diversification plans, it has been sug- 
gested that the company may have 
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explored the possibilities of acquir- 
ing companies already established in 











sification in products other than tin cans can be 
traced back to decisions necessitated by competition 
has developed over the years in this country. 
A veneration ago when American Can was formed 
as the leading manufacturer in its field it over- 
shadowed smaller concerns. As Continental gradually 
enlarged operations and became more important as 
a competitor, the urge to offer greater services and 
a wider variety of containers sparked the venture 
into paperboard and composite products, 

In due course, Continental’s management evolved 
the theory that modern types of containers should 
include glass and plastic items as well as a full line 
of paperboard food containers, boxes and shipping 
cartons. Gradually in endeavoring to meet require- 
ts of customers, Continental took 


as 


manufacture of paperboard products. 
The next step logically could be toward 
consolidation of manufacturers of paperboard. 
With these observations as a background, it may 
be well to take a close look at the individual com- 
panies with special emphasis on recent developments 
which have given an indication of what the future 
may hold in store of interest to investors. Since 
Continental Can now boasts the largest sales volume 
for any company in its industry and has demon- 
strated aggressiveness in expansion in the last year 
or two, it seems logical to examine this company’s 
record in detail at this point. Statistical data en- 
abling the reader to visualize results of recent pro- 
gress may be found with this article. 

As mentioned earlier, Continental’s management 
recognized in industry’s (Please turn to page 184) 
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undertaking this operation the com- 
pany is in a position to purchase steel 
before it has been specially treated 
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represents almost two-thirds of can 
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a—combined earnings after merger 




























































Trouble 


In general terms, to which some 
stocks are exceptions, the trouble 
with the market up to this point 
is more negative than positive. 
Business activity, aggregate cor- 
porate earnings and total dividend 
payments remain at high levels 
—but without any upthrust. It 
amounts to keeping pretty much 
what we have had—and uncer- 
tainty whether we will continue 
to keep it. Regardless of rallies, 
that puts the great majority of 
stocks “behind the eight ball” 
when one searches for issues to 
buy for capital gain over a me- 
dium-term period which, for tax 
purposes of many investors, must 
be at least six months. 


Dividends 


Actual or hoped-for dividends 
are the most vital single consider- 
ation. Probably total 1957 pay- 
ments will be moderately above 
last year’s; but it is doubtful that 
they will rise much, if any, above 
recent peak levels. The latest 
available data indicate that they 
have run under a year ago, on 
average, since last November, due 
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ror PROFIT ano INCOME 


mostly to a December-January 
dip in extras. Here is the March 
‘“‘box score’: 17 ommissions, 
against 6 a year ago; 7 reduc- 
tions, against 1 a year ago; 54 
increases, against 70 a year ago; 
35 initial payments, against 50 
a year ago; and 52 extras, the 
same number as a year ago. Round- 
ing out the picture, first-quarter 
dividends on the Dow-Jones in- 
dustrial average are figured at 
$5.00 “a share’, against $5.01 a 
year ago. For the rail average, 
they were $2.29, against $2.23 a 
year ago; for the utility average 
81 cents, against 76 cents in the 
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Pneumatic Tool, Ex-Cell-O, C.I.T. 
Financial, El] Paso Natural Gas, 
Florida Power, Thompson Prod- 
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ucts, Timken Roller Bearing,| perhaps ; 
Stone & Webster, Socony Mobil}... An 
Southwestern Public Service, Na-? rs 

tional Cash Register, Parke Davis, 
Otis Elevator, Foster Wheeler, 
General Dynamics, Getty Oil, Mis- 
sion Development, Montana 
Power, McGraw-Hill, Air Reduc- 
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1956 first period. tion, Mead Johnson, Gulf Oil,! 
INCREASES SHOWN IN RECENT EARNINGS REPORTS ' 
1956 1955 

General American Transport Year Dec. 31 $5.71 $5.24 American 
Tennessee Corp. Year Dec. 31 5.27 4.20 Columbia 
American Natural Gas Year Dec. 31 4.34 3.33 Congoleu 
American Export Lines . Year Dec. 31 8.87 2.59 mer. Ra 
Champlin Oil & Refining Year Dec. 31 2.28 1.67 Chance V 
Cutler-Hammer, Inc. Year Dec. 31 5.23 4.26 sulf, Mok 
Hewitt-Robins, Inc. Quar. Dec. 31 1.45 1.31 Holland | 
Pet Milk Co. Year Dec. 31 6.06 4.50 Pittsburg! 
American Machine & Fdry. Year Dec. 31 3.03 1.66 hattuck | 
General Railway Signal Year Dec. 31 3.10 1.51 levite Ce 
—— — es Sa 
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Climax Molybdenum, Northern 
Natural Gas, Shamrock Oil & Gas, 
United Gas, Utah Power & Light, 
Daystrom, Addressograph, and 
Warner-Lambert. 


Laggards 


‘he following stocks are among 
those performing relatively poorly 
at the present time: Briggs Mfg., 
‘Capital Airlines, Cuneo Press, 
}H: milton Watch, Morrell, Smith 
i'Ccrona, Industrial Rayon, U. S. 
Rubber, U. S. Plywood, Dayton 
Rubber, U. S. Lines, Textron, 
Woodward Iron, American Air- 
lines, Emerson Electric, Murray 
Corp., National Department 
Stores, Masonite, Montgomery 
Wird and United Air Lines, 





Cross Currents 


‘he stock groups which have 
risen more than the market in 
| recent trading sessions up to this 
Swriting are principally aircrafts, 
Saluminum, automobiles, chemi- 
cals, drugs, electric equipment, 
dairy products, metal fabricating, 
oil, food stores, electric utilities, 
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for most of them. Measuring pre- 
sent pesitions against the bull- 
market highs, the stand-out 
groups in this list are drugs, elec- 
tric utilities and natural gas. We 
have for some time been bullish 
on these three in our comments 
on selected issues here; and, on 
the basis of earnings prospects, 
their direction still appears to be 
upward, subject to normal, and 
perhaps small, technical correc- 
}tions. Among the stock groups 
lagging recently and at this writ- 
jing, the principal ones are air 
itransport, construction, copper, 
imotion pictures, rails, rail equip- 


April-May Markets 


The industrial and rail aver- 
ages gained some ground in 
March, as they have done in a 
majority—but far from a big ma- 
jority—of past years since 1897. 
Balancing net gains against net 
declines, the long-term record has 
been very close to 50-50 for both 
averages in April and in May. It 
does not mean a thing as regards 
possibilities in any given year, 
including this one. While by no 
means foolproof, the only infer- 
ence that can be drawn from the 
chart pattern so far is this: we 
are having an interim recovery 
in a market downtrend—of inde- 
terminate scope and duration— 
which started from the May, 1956, 
top for rails and from the 1956 
April and August double-tops for 
the industrial average. The re- 
covery is already of more than 
three months’ duration. While 
nothing is impossible, it would 
be optimistic to bank on it ex- 
tending through the spring pe- 
riod. Assuming “the traditional 
summer rise’”—in July or August 
or both—it seems logical to figure 
that it probably would not amount 
to much unless the start were 
from a lower level than the pre- 
sent one. 


Air Reduction 


Performance of this stock re- 
mains far better than average. 
It recently attained a new bull- 
market high of 557%, compared 
with 1957 low of 4612 and 1956 
top of 52. The company’s business 
is roughly three quarters in in- 
dustrial and other gases, plus re- 
lated equipment, and in carbon 
dioxide; the balance in chemical 
acetylene and carbide. Growth 
potentials remain promising for 
the chemical side of operations 
and for the principal industrial 
































nme shipping, shipbuilding and 
i textiles. gases, especially liquid oxygen. 
' DECREASES SHOWN IN RECENT EARNINGS REPORTS 
. 1956 —-:1955 
American Seating Co. Year Dec. 31 2.77 3.59 
Columbian Carbon Co. Year Dec. 31 3.00 3.91 
Congoleum-Nairn, Inc. Year Dec. 31 59 1.81 
mer. Rad. & Stand. San. Corp. Year Dec. 31 1.65 2.05 
Chance Vought Aircraft Year Dec. 31 3.81 4.41 
wulf, Mobile & Ohio R. R. Year Dec. 31 4.01 5.93 
Holland Furnace Year Dec. 31 -56 1.24 
Pittsburgh Plate Glass Year Dec. 31 5.62 6.26 
hattuck (Frank G.) Co. Year Dec. 31 -50 -70 
STIG scisiraltisenidpiaalsniahinrekvcmnenemnouetiatiauies Year Dec. 31 2.06 2.54 | 
— ——— —— 
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Earnings reached a record $4.32 
a share last year, up from 1955’s 
$3.21. The management stated re- 
cently that they were around 
$1.15 a share, or a bit more, in 
the first quarter, against $1.09 
a year ago; and that, so far as 
it could see now, the first-quarter 
results probably would be the 
lowest of any 1957 period—sug- 
gesting full-year profit in the 
vicinity of $5 a share. It was 
further stated that the manage- 
ment thinks it ought to pay out 
between 50° and 60% of earn- 
ings in dividends. That promises 
a boost in the present $2 rate, 
probably to at least $2.40 and pos- 
sibly to $2.60, later this year. Now 
around 55, the stock is priced at 
about 11 times expected 1957 
earnings, for potential yield of 
nearly 4.4% on a $2.40 basis, 
nearly 4.8% on a $2.60 basis. It 
reached levels ranging from 
rughly 28 to 31 times earnings at 
its 1929, 1939 and 1937 highs. At 
each of them, it was greatly over- 
valued—but the current level ap- 
pears quite reasonable, and the 
possibility of further appreciation 
over a period of time fairly sub- 
stantial, 


Big Shift 


Reflecting shifts in retail de- 
mand, first-quarter output of Gen- 
eral Motors cars was off about 
14% from a year ago, against 
gains of 41% for Chrysler and 
nearly 24°¢ for Ford. In the mar- 
ket, G. M. is lagging. Chrysler 
and Ford are faring better, but 
recent gains have been small. In- 
vestors are not willing to bet 
much that the competitive gains 
of these two companies will be 
lasting. Neither are we. Because 
of costs, they will have to stand 
pat pretty much on “face-lifted” 
1958 models. The big changes will 
be in 1958 G. M. models. We con- 
tinue to feel that it may be a bit 
late to sell General Motors, and 
too late to buy Chrysler or Ford. 
The latter two stocks will invite 
profit taking during periods of 
moderate strength between now 
and summer. They are unlikely to 
“oo to town’’. 


Mead Johnson 


This medium-sized company, 
which has paid continuous divi- 
dends since 1927, is well known 
to many parents as the maker of 
Pablum baby cereals. Less well 

(Please turn to page 196) 
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ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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Industrial Production 
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THE TREND FORECASTER 


SCALE AT BrGHT 


RELATIVE STRENGTH MEASUREMENT 


~ 


This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 





When the Forecaster changes its direction up or down a | 


corresponding change in our economy may be expected sev- 
eral months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 
The first-quarter statistical record is now largely complete, 
and bears out the inferences made here several weeks ago. 
A clearly increasing proportion of the statistical series en- 
tering into the Trend Forecaster have been in a declining 
phase in early 1957. 
In January and February, new incorporations rose only 


slightly, (on the basis of a substantial revision recently re- | 


leased by the compiling agency; the original figures had 
shown a pronounced rise.) In March, the rate of new business 
formation declined sharply. New orders in durable goods 
lines fell notably in January and February. Stock prices rose 
somewhat in March, but ended the quarter slightly below 
their level at the beginning of the quarter. Commodity prices, 


average hours worked in factories, and housing starts were 


generally weak throughout the quarter. 


Reflecting this growing consensus of declines, the Relative 


Strength Measurement declined significantly, reaching close 
to a —2 level by the middle of the quarter, and the Trend 
Forecaster itself resumed the pattern of decline it followed 
in early 1956, prior to the steel strike. A period similar to 
the present one occurred in the fall of 1948, which imme- 


diately preceded a recession. Now, too, the Trend Forecaster | 
and its related measures are signalling that a period of re- 


trenchment may lie ahead. 
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60 CONCLUSIONS IN BRIEF 
- INDUSTRY — Production still tilted slightly downward, 
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Weeks 
Ago 








40 | but not yet broadening into general decline. The 
8 soate of layoffs that characterized January and Feb- 

ruary has abated, partly for seasonal reasons. + 
2% ]| Further decline, into mid-year, remains a strong prob- sf 





10 obility. 


| TRADE — Retail volume increasingly sluggish, despite 
0 some pick-up in the rate of automobile sales and 
cepartment store sales. The retail outlook remains 
uninspiring; no improvement, and perhaps slight de- 
cline, for the next three months. 
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MONEY AND CREDIT — In April, money conditions 
grew slightly tighter, partly because of the usual de- 
mand associated with tax payments. The Federal 
Reserve has continued neutral, waiting for a clear 
wind to point direction. !n general, outlook is for 240 


. growing ease over next three months; no further rise a7 
LN. 
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“s COMMODITIES — Despite reports of some increased 
te" firmness in copper, and perhaps also steel scrap, 

commodities generally are not in d strong position. 220 ape le hehe bt 
look for further spot weakness: commodity supplies - ccsaieiaenemnaieamnnaaies 
continue ample to heavy in almost all lines. 





























of In April, readers of the business press were treated to a 

MONEY AND BANK CREDIT variety of figures and comments purporting to show that 
(WEEKLY REPORTING MEMBER BANKS) the trend of business was far from bad and that, in fact, 
4 things were picking up. The case was a little spotty, and 
there was a notable lack of conviction; in retrospect, they 


omc oe _ —r ——— . 
| TTTT l Gukealaee TY were bubbles of good news on a tide of uncertainty. 


By late in March, the automobile sales rate had picked 
srt 7 reverent | = up to about the best level of the year, and about as good 
INVESTMENTS as the selling rate at any time in 1956. Part of this improve- 

ment was certainly owing to the beginning of intensive 
salesmen’s-bonus campaigns; another part was owing to 
the improvement in the weather, and the natural stimulus 
of spring. But the news of automotive improvement found 
its way into the steel market, and a few steel executives 
were found arguing hopefully that they would operate at 
close to capacity in the last half of the year—a hope that 
many students of the steel market would describe as some- 
what forlorn. 
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INVESTMENTS 1 A second ground for the recent surge of optimism is 
TT TTTTHI rer doubtless the inscrutable behavior of recent unemploy- 
bh dtd hd Nee ment statistics. By all the news of layoffs, one would cer- 
Pte ttt lat teeny . 4 tainly have expected that unemployment by March would 
Fyhaanadnnder atl li] | | | have been somewhat above three million, instead of some- 
wiitiiitiri li + | ||| | what below that figure. What accounts for the mild, sea- 
| -MIFASONDIFMAMIJASONDI F MAMITASONDI FMA sonal behavior of unemployment is not entirely clear; 
partly, it is owing to withdrawals from the labor force as 
job opportunities have shrunk slightly (by the Census 
1954 1955 1956 Bureau's definitions, a person not looking for work is not 
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i in the labor force, and is not unemployed). A further rea- 
| son is the continuing uptrend in nonmanvfacturing employ- 
ment, which tends to lag (Please turn to following page) 
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ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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THE BUSINESS FORECASTER OF 


ACTIVITY 


Industrial Production 


(FRB INDEX 1947-1949-100) 


SCALE ar cesT 


THE TREND FORECASTER 


SCALE AT BIGHT 


RELATIVE STRENGTH MEASUREMENT 


- 


This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicaton 








(see Components of Trend Forecaster) that we have found to 


most accurately project the business outlook. 

When the Forecaster changes its direction up or down a 
corresponding change in our economy may be expected sev- 
eral months later. 

The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 
The first-quarter statistical record is now largely complete, 
and bears out the inferences made here several weeks ago. 
A clearly increasing proportion of the statistical series en- 
tering into the Trend Forecaster have been in a declining 
phase in early 1957. 
In January and February, new incorporations rose only 


slightly, (on the basis of a substantial revision recently re- 


leased by the compiling agency; the original figures had 


shown a pronounced rise.) In March, the rate of new business | 
formation declined sharply. New orders in durable goods 


lines fell notably in January and February. Stock prices rose 
somewhat in March, but ended the quarter slightly below 
their level at the beginning of the quarter. Commodity prices, 


average hours worked in factories, and housing starts were | 


generally weak throughout the quarter. 

Reflecting this growing consensus of declines, the Relative 
Strength Measurement declined significantly, reaching close 
to a —2 level by the middle of the quarter, and the Trend 
Forecaster itself resumed the pattern of decline it followed 
in early 1956, prior to the steel strike. A period similar ‘o 
the present one occurred in the fall of 1948, which imme- 
diately preceded a recession. Now, too, the Trend Forecaster 
and its related measures are signalling that a period of re- 
trenchment may lie ahead. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Production still tilted slightly downward, 
but not yet broadening into general decline. The 
spate of layoffs that characterized January and Feb- 
ruary has abated, partly for seasonal reasons. 
Further decline, into mid-year, remains a strong prob- 
o sility. 


TRADE — Retail volume increasingly sluggish, despite 
some pick-up in the rate of automobile sales and 
cepartment store sales. The retail outlook remains 
uninspiring; no improvement, and perhaps slight de- 
cline, for the next three months. 


MONEY AND CREDIT — In April, money conditions 
grew slightly tighter, partly because of the usual de- 
mand associated with tax payments. The Federal 
Reserve has continued neutral, waiting for a clear 
wind to point direction. !n general, outlook is for 
growing ease over next three months; no further rise 
in interest rates. 


COMMODITIES — Despite reports of some increased 
firmness in copper, and perhaps also steel scrap, 
commodities generally are not in d strong position. 
Look for further spot weakness: commodity supplies 
continue ample to heavy in almost all lines. 
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In April, readers of the business press were treated to a 
variety of figures and comments purporting to show that 
the trend of business was far from bad and that, in fact, 
things were picking up. The case was a little spotty, and 
there was a notable lack of conviction; in retrospect, they 
were bubbles of good news on a tide of uncertainty. 


By late in March, the automobile sales rate had picked 
up to about the best level of the year, and about as good 
as the selling rate at any time in 1956. Part of this improve- 
ment was certainly owing to the beginning of intensive 
salesmen’s-bonus campaigns; another part was owing to 
the improvement in the weather, and the natural stimulus 
of spring. But the news of automotive improvement found 
its way into the steel market, and a few steel executives 
were found arguing hopefully that they would operate at 
close to capacity in the last half of the year—a hope that 
many students of the steel market would describe as some- 
what forlorn. 

A second ground for the recent surge of optimism is 
doubtless the inscrutable behavior of recent unemploy- 
ment statistics. By all the news of layoffs, one would cer- 
tainly have expected that unemployment by March would 
have been somewhat above three million, instead of some- 
what below that figure. What accounts for the mild, sea- 
sonal behavior of unemployment is not entirely clear; 
partly, it is owing to withdrawals from the labor force as 
job opportunities have shrunk slightly (by the Census 
Bureau's definitions, a person not looking for work is not 
in the labor force, and is not unemployed). A further rea- 
son is the continuing uptrend in nonmanvfacturing employ- 
ment, which tends to lag (Please turn to following page) 
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THE MONTHLY TREND | unis | sonth Month ‘Month Ane 

INDUSTRIAL PRODUCTION®* (FRB) — | 1947-'9-100 Feb. 146 146 143 
Durable Goods Mfr. 1947-’9-100 Feb. 164 164 158 
Nondurable Goods Mfr 1947-’9-100 Feb. 130 130 130 
Mining 1947-'9-100 Feb. 132 130 129 

RETAIL SALES* $ Billions Mar. 16.3 16.5 15.7 

Durable Goods $ Billions Mar. 5.6 5.7 5.4 

Nondurable Goods $ Billions Mar. 10.7 10.8 10.3 

Dep't Store Sales. 1947-’9-100 | Mar. 129 124 122 

MANUFACTURERS’ 

New Orders—Total* $ Billions Feb. 28.3 28.8 27.6 
Durable Goods $ Billions Feb. 13.9 14.3 14.1 
Nondurable Goods___ $ Billions Feb. 14.3 14.5 13.5 

Shipments* $ Billions Feb. 29.2 29.2 27.2 
Durable Goods $ Billions Feb. 14.7 14.7 13.6 
Nondurable Goods ________| $ Billions Feb. 14.5 14.5 13.6 

BUSINESS INVENTORES, END MO.* | $ Billions Feb. 28.9 88.7 83.6 

Manufacturers’ $ Billions Feb. 51.8 51.5 46.9 

Wholesaiers’ $ Billions Feb. 13.1 13.1 12.5 

Retailers’ $ Billions Feb. 23.9 24.0 24.2 

Dept. Store Stocks. —— | 1947-'9-100 Feb. 140 141 138 

CONSTRUCTION, TOTAL____| $ Billions Mar 3.2 2.9 3.1 

Private $ Billions Mar 2.3 2.1 2.3 
Residential $ Billions Mar 1.0 0.9 1.1 
All Other $ Billions Mar 1.3 a 1.2 

Housing Starts*—a Thousands Mar 880 910 1,100 

Contract Awards, Residential—b $ Millions Feb. 676 612 799 
All Other—b $ Millions Feb 1,041 1,167 1,060 

EMPLOYMENT 

Total Civilian____ Millions Mar 63.9 63.2 62.6 

Non-Farm__ ____ Millions Mar 51.3 51.2 50.5 
Government Millions Mar 7.4 7.3 7.1 
Trode_ | Millions Mar 11.1 11.1 10.9 
Factory | Millions Mar 13.0 13.1 13.1 

Hours Worked _._-__- Es «Hours Mar 40.0 40.2 40.4 

Hourly Earnings_____________ | Dollars Mar 2.05 2.05 1.95 

Weekly Earnings ___________ ] Dollars Mar 82.00 82.41 78.78 
PERSONAL INCOME’ __ $ Billions Feb. 336.7 335.0 317.1 

Wages & Solories___ $ Billions Feb. 234 233 219 

Proprietors’ Incomes ___ $ Billions Feb. 52 51 50 

Interest & Dividends —————— Feb. 31 31 29 

Transter Payments —_— | $ Billions Feb. 20 20 18 

Farm Income — $ Billions Feb. 15 15 16 

CONSUMER PRICES 1947-’9-100 Feb. 118.7 118.2 114.6 

Food 1947-’9-100 Feb. 113.6 112.8 108.8 

Clothing — 1947-’9-100 Feb. 106.1 106.4 104.6 

a 1947-’9-100 Feb. 124.5 123.8 120.7 

MONEY & CREDIT 

All Demand Deposits* _ $ Billions Feb. 106.6 106.3 105.4 

Bank Debits*—g_ _______._______ | $ Billions Feb. 81.2 82.8 76.9 

Business Loans Outstanding—c____| § Billions Feb. 30.4 30.6 26.3 

instalment Credit Extended* $ Billions Feb. 3.5 3.5 3.3 

instalment Credit Repaid* $ Billions Feb. 3.2 3.3 2.9 

FEDERAL GOVERNMENT 

Budget Receipts ——— | $ Billions Feb. 6.2 4.8 6.2 

Budget Expendit $ Billions Feb. 5.7 6.1 5.0 

Defense Expenditures___.-.__| $ Billions Feb. 3.5 3.7 3.1 

Surplus (Def) cum from 7/1 $ Billions Feb. (6.6) (7.0) (7.2) 





PRESENT POSITION AND OUTLOOK 


several months behind factory employ 
ment at turning points in business. 
Finally, the stock market, after con 
sidering the 1956 earnings reports, anc 
the relatively good news in most report: 
for the first quarter of 1957, enjoyed c 
considerable surge of demand in the firs‘ 
half of April. The market, whatever it: 
organic connection with the busines: 
trend, certainly influences the business 
atmosphere, and its recovery of mid-Apri 
tended to chase a little of the uncertainty. 
It need hardly be added that these 
indicators point only to a temporary 
calm in the general situation. Funda- 
mentally, the situation lacks a clear 
strength, at the same time that it is de- 
veloping a few clear weaknesses. The 
overall view must remain cautious, 
even mildly bearish, unless much bet- 
ter indicators of genuine strength 
should make their appearance. 


* 7 * 


ANOTHER LOOK AT INFLATION—Any- 
one familiar with the disturbing price 
history of the past fifteen years would 
not be inclined to ignore the long-term 
threat of inflation in America. At the 
same time, anyone familiar with the pres- 
ent and recent behavior of prices them- 
selves would be hard put to prove that 
we are experiencing inflation now. In 
fact, the price structure itself seems to 
exhibit characteristic symptoms of weak- 
ness. While retail prices are still rising, 
they are obviously meeting very effective 
competition. And in any event retail 
prices tend to lag behind the general 
price trend. Wholesale prices themselves 
have recently stopped rising altogether— 
even the so-called industrial (non-farm, 
non-food) price level. And raw materals 
prices, which tend to lead the general 
price level and thus forecast its move- 
ment to some degree, are running some 
2% below a year ago. Price forecast- 
ing is notoriously difficult; but business- 
men and analysts would now be well 
advised to watch prices carefully. At 
times like these, they can be an over- 
riding indicator of the state of busi- 
ness generally. 

* 





- * 


INVENTORIES AGAIN — In the first 
quarter, the rate of inventory growth sub- 
sided significantly, perhaps to less than 
half the growth rate of late 1956. This 
is encouraging, and a tribute to the pru- 
dent caution now being exercised by most 
purchasing agents. It is a healthy devel- 
opment, in the sense that the less accu- 
mulation of inventory now, the less likely 
is it that inventory problems will com- 
pound the difficulties that appear to lie 
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and Trends 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
OOK In Billions of Dollars—Seasonally Adjusted, at Annual Rates zm 
nploy = 1956__________. _1955—__ | ahead in the summer and fall. 
SERIES IV Ww " Iv . , ¥ 
, con Quarter Quarter Quarter Quarter PERSONAL INCOME — this broad, gen- 
, anc ROSS NATIONAL PRODUCT____ 423.8 413.8 408.3 401.9 eral measure of the size of the consumer 
eport: Personal C pti 270.9 266.8 263.7 259.5 market was at a $337-billion annual rate 
ved ¢ meats D ~ Invest 68.5 65.1 64.2 65.1 in February. Although the figure is not 
et Foreign Invest t 2.4 1.7 1.7 —0.8 : : 
e firs! aeenieanniieninnin 92.0 90.2 7 7a available yet, little change apparently 
er it: Rederel 483 472 461 472 occurred in March. For the first quarter, 
sines: State & Local 33.7 33.0 32.6 30.9 the rate of personal income was 
sines: /ERSONAL INCOME 333.2 327.0 322.9 314.6 about $20 billion higher than in the 
-Apri Tax & Neatex Payments 39.9 38.8 38.1 36.3 first quarter of 1956. Almost three 
ainty. Disposable Income 293.3 288.2 284.9 278.4 quarters of the increase over a year ago 
these Consumption Expenditures _______ 270.9 266.8 263.7 259.5 took the form of increased wage and 
Personal Saving—d 22.4 21.4 21.2 18.8 . . . 
brary salary disbursements; income in the form 
warn CORPORATE PRE-TAX PROFITS*___ 46.0(e) 41.2 42.9 46.4 of interest, rent and unincorporated busi- 
Corporate Taxes 23.2(e) 20.8 21.7 23.4 ness incomes (so-called “property shares” 
clear Corporate Net Profit 22.8(e) 20.4 213 23.0 -' ( pr perty 
3 de- Otcidend Payment 19 123 122 12.1 of income) were up fractionally over a 
The | | Retained Earnings 10.9(e) 8.1 91 10.9 year ago. Dividend incomes (another 
: “property share’) have evidently shown 
ious, || | /LANT & EQUIPMENT OUTLAYS___ 37.3 35.9 34.5 31.5 ap ted J 
- bet- no change at all from a year ago, and 
| THE WEEKLY TREND on a seasonally adjusted basis have been 
ngth y aa} 
declining slightly in recent months. 
Week Latest Previous Year x * * 
Unit Endin Week Week A . 
aa — 2 . : = e CONSTRUCTION -— still rolls along, 
price WS Business Activity Index*___ | 1935-’9-100 | Apr. 6 292.6 293.3 285.4 despite the poor performance of resi- 
at MWS Index—per capita*- 1935-’9-100 Apr. 6 223.4 224.9 222.1 dential building. In the first quarter, 
tonm 11 eel Production ________ | % of Capacity Apr. 13 91.9 90.6 100.9 new housing starts averaged well below 
re Auto — a _ | Thousands Apr. 13 162 165 171 a 1-million annual rate. But the houses 
Paperboar Pro uction — Thousand Tons Apr. 6 283 275 277 are bigger, and they cost more, than a 
— ener TASTER. ; - | Tous. Goord Fr. | Apr. 6 240 242 251 ear ago. Moreover, nonresidential pri- 
hem- lectric Power Output*_ — | 1947-'49-100 Apr. 6 231.3 229.7 213.7 y te b Sai d i blic buildi ; 
that reight Carloadings__ Thousand Cars Apr. 6 | 644 695 685 va e building, and all public building, are 
yr. In ngineering Constr. Awards___ $ Millions | Apr. 4 | 281 359 277 still sharply above © ag~d age. Result: 
is to epartment Store Sales__._.._ | 1947-’9-100 | Apr. 6 | 113 112 104 total construction activity clings to the $45- 
eak- Jemand Deposits—c_______| $ Billions | Apr. 3 | 55.1 55.5 55.4 billion-a-year range reached in 1956 
0. Business Failures___..______ | Number | Apr.4 =| 231 290 217 | where it should hold for some time. 
ctive *—Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
etail income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
onl Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (!)—First Quarter. 
alves THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
er— 
arm, 1957 1957 
rals No. of 1956-57 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low Apr.5 = Apr. 12 
one \ssues (1925 Cl.—100) High Low Apr.5 = Apr. 12 100 High Priced Stocks .. 244.6 209.2 222.0 224.8 
nia 300 Combined Average 352.4 315.9 330.5 335.2 100 Low Priced Stocks 415.8 378.9 392.8 400.1 
>me | | 4 Agricultural Implements 327.1 242.1 274.2 274.2 4 Gold Mining . 882.7 627.2 627.2 647.0 
om ' 3 Air Cond. (‘53 Cl.—100) 120.5 98.8 119.4 120.5 4 Investment Trusts 173.1 150.8 169.9 168.3 
, 9 Aircraft (‘27 Cl.—100) . 1423.5 1064.6 1252.7 1281.2 3 Liquor (‘27 Cl.—100) 1076.2 954.4 1014.9 1024.9 
ess- |) | 7 Airlines ('27 Cl.—100) ...... 1117.4 7820 = 802.0 792.0 9 Machinery ... 523.4 3704 4926 5028 
vell 4 Aluminum (’53 Cl.—100) 566.7 337.1 401.0 409.6 3 Mail Order 217.3 162.6 167.8 167.8 
At 6 Amusements — 172.3 144.1 156.2 157.7 4 Meat Packing ° waar 170.7 125.8 125.8 130.0 
on 9 Automobile Accessories ..... 377.3 334.5 363.0 377.3H 5 Metal Fabr. (‘53 Cl.—100) 213.2 175.4 185.0 185.0 
: 6 Automobiles .............. 52.8 47.1 50.0 52.8H 10 Metals, Miscellaneous 464.9 383.1 400.7 404.7 
USI- 4 Baking (‘26 Cl.—100) 28.7 25.5 27.6 27.9 4 Paper , «-» 1312.3 956.2 966.5 956.2 
3 Business Machines 1171.3 821.5 1028.2 1038.5 22 Petroleum 872.3 675.8 790.8 807.3 
6 Chemicals 652.3 556.5 586.4 598.4 21 Public Utilities 264.0 246.4 253.8 256.3 
first 4 Coal Mining pane oP enrent 25.1 19.2 23.5 23.2 7 Railroad Equipment 95.1 82.7 86.1 87.0 
ar ’ a Communications 114.3 93.4 99.3 97.4 20 Railroads “ 82.0 65.7 66.4 66.4 
sUD- ' 9 Construction aa 140.0 112.3 123.1 123.1 3 Soft Drinks 544.8 423.1 475.5 479.8 
han 7 Containers ale aaa 853.7 731.7 747.1 777.2 12 Steel & iron 393.0 283.8 341.9 345.8 
This t 7 Copper Mining 361.3 258.9 277.2 280.2 4 Sugar 107.4 60.1 99.8 103.6 
>ru- 2 Dairy Products ............... 122.3 103.8 109.1 109.1 2 Sulphur 950.2 758.4 882.6 907.8 
nost 6 Department Stores 93.7 80.1 84.2 85.1 11 Television (‘27 Cl.—100) 44.5 31.6 33.3 34.6 
4 5 Drugs-Eth. (‘52 Cl—100) ...... 208.1 165.0 206.2 208.1H 5 Textiles aaa 184.4 124.7 131.7 131.7 
vel- 6 Elec. Eqp. (‘53 Cl—100) .... 2286 1789 2195 2218 3 Tires & Rubber ........... 201.0 164.0 171.5 173.4 
-CU- 2 Finance Companies ............. 613.7 525.5 586.4 579.1 CET 96.7 85.3 88.7 88.7 
ely OS fae 306.1 264.0 269.4 269.4 2 Variety Stores .... nae 298.8 258.2 265.9 268.5 
= Ae 2 Food Stores eevee 176.9 = 153.8 163.9 168.9 ‘15 Unclossif’d ('49 Cl.—100) 164.4 144.8 162.9 164.4H 
lie H—New High for 1956-1957. 
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Trend of Commodities 





SPOT MARKETS — Leading foodstuffs displayed price strength 
in the two weeks ending April 11, but metals and raw industrial 
materials continued to seek lower levels. The foodstuff com- 
ponent of the Bureau of Labor Statistics’ daily index of sensi- 
tive commodities ralied 2.3% in the period under review, 
counterbalancing losses in the other two sectors. It is interest- 
ing to note that while foodstuffs, today, are somewhat above 
year-ago levels, raw industrial materials are 7.0% under a year 
ago and metals are down no less than 17%. The decline in these 
two categories in recent months and their inability to rally, re- 
flects the high output of these items and the overstocked condi- 


tion of businessmen. 


FUTURES MARKETS — Futures markets were rather quiet in the 
two weeks ending April 11, with the exception of World suger 
and wool, which forged ahead on insistent buying. 

Wheat futures were mixed in the fortnight under review. The 
May option advanced 21% cents but later months were frac- 
tionally lower. The Agriculture Department in its crop forecast, 
based on conditions as of April 1, estimated this year’s winter 
wheat crop at 669 million bushels, or 44 million bushels higher 
than its initial forecast of last December. Exports remain high, 
lending support to the May delivery. However, there is not much 
wheat in the loan this season and “free” supplies should be 





ample for all normal needs. 





WHOLESALE COMMODITY PRICES 





130 : 





130 


ALL COMMODITIES 
1947-49 — 100 


a 




















HH 
120}4¢0 





120 








NON-FARM PRODUCTS 





110 














TITrtitrt 
1947-49 — 100 


100 | 











110+—A 
wit 











90 


90H t 

















80 





80 FARM PRODUCTS 








70 








70 




















































































































60°3950 1951 1952 1953 





1954 1955 1956 1957 


60 TrMmamMssASOND JFMAMJJASOND 


1956 1957 





HLL | 








BLS PRICE INDEXES Latest 2Wks. 1Yr. Dec. 6 
1947-49—100 Date Date Ago Ago 1941 

All Commodities Apr. 9 117.2. 117.0 113.6 60.2 
Farm Products Apr. 9 90.2 89.2 88.0 51.0 
Non-Farm Products Apr. 9 125.3 125.4 121.6 67.0 
22 Basic Commodities Apr. 11 89.1 886 91.9 53.0 
9 Foods Apr. 11 83.2 81.3 80.9 46.5 

13 Raw Ind‘l. Materials Apr. 11 93.3 93.9 100.3 58.3 
5 Metals Apr. 11 108.7. 110.2 130.1 54.6 

4 Textiles Apr. 11 83.3 82.8 80.2 56.3 








MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 


1957 1956 1953 1951 1945 1941 
High of Year 166.3 169.8 162.2 215.4 98.9 85.7 
Low of Year 162.1 163.1 147.9 176.4 96.7 74.3 
Close of Year 165.5 152.1 180.8 98.5 83.5 








DOW-JONES FUTURES INDEX 
12 COMMODITIES 


AVERAGE 1924-1926—100 
1957 1956 1953 1951 1945 1941 





High of Year 163.4 166.7 1665 2145 1064 8446 
low of Year 154.7 1498 153.8 1748 93.9 55.5 
Close of Year 162.7. 1668 189.4 105.9 84.1 


BLS INDEX 22 BASIC COMMODITIES 
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NATIONAL STEEL’S SALES AND OPERATING REVENUE 
pt in the 
Id suger Z HIT NEW PEAKS FOR 1956 
iew. The te 
‘ be | a 
—— mi On many fronts, 1956 was a year of progress for National Steel bonds were issued in 1956 in the amount of $55,000,000— 
“ het 7 rH | Corporation. Sales revenue, net profits, dividends, payments _ increasing total long term debt to $110,000,000. It is antici 
: higher oh for employee wages and benefits, and property additions, all pated that no further financing will be required for this purpose 
in high +61 surpassed the comparable results of 1955 by margins ranging , 
6 mash tT from comfortable to wide. NEW CONSTRUCTION BOOMING 
ould be if This achievement was the more notable because it was accom- Property additions—including investments in affiliated raw 
3 plished in spite of the five-weeks’ strike in the steel industry —_ materials companies—totaled about $109,000,000. An estimated 
4 which interrupted production at all operating units of National — $95,000,000 will be spent to complete National's building pro- 
i Steel Corporation excepting those of its Weirton Steel division, jects this year. With the completion of the current construction 
ia program (early in 1958), the Company's annual steel-making 
o A RECORD SALES YEAR capacity will reach a minimum of 7,000,000 tons. 
] | In 1956, pena Steel's sales broke all previous records — This program embraces the installation of major new facilities 
bd f at $664,251,090, a figure that topped 1953's all-time sales piys improvements and additions to auxiliary facilities and 
record by more than $30,000,000. epee amounted to equipment. Representative of physical improvements are four 
| a $671,105,768. Net earnings totaled $52,502,422 ($7.09 per share maior facilities added at Weirton Steel division in 1956, three 
‘ 4] on 7,404,318 shares) . . . a sizable gain over the previous of these setting new steel industry records for facilities of their 
ty year's earnings of $48,289,453. type. Projects were completed in many departments at Great 
1 | tH, Dividends paid in 1956 amounted to $29,568,645, or $4 per Lakes Steel Corporation, too—and 1957 is seeing the com 
ie share (1955's dividends totaled $23,940,275). The balance of pletion of new installations of great importance at various 
. 1 earnings—$22,933,777—was retained in the business to help National Steel operations. 
Ni finance National Steel's long range program of expansion and 
H] improvement. The 1956 provision for depreciation, depletion JOBS AND PAYROLLS UP 
" 9 
nite — was $45,344,338—compared with $40,235,237 In line with National's other advances, employment and pay- 
| at ” : rolls also took a forward step in 1956. The average number of 
at) INVESTMENT VALUE employees was 29,204 compared with 28,889 the year before 
mee The retention of a substantial portion of earnings and a liberal Total wages and salaries came to $177,493,191 compared to 
Ir depreciation policy are particularly necessary in the present $164,217,372 in 1955. Employee benefit payments totaled 
| ee , period of very high construction costs and, as experience $17,111,260, an increase of approximately $3,500,000 over 
——— “; $ Op, proves, are the surest means of maintaining and increasing similar payments the preceding year. 
——- ai the value of the stockholders’ investment. For National Steel, 1956 goes into the record as a year of solid 
95 To help finance completion of the present construction program, achievement. 
Ly UZ 
‘93 OL pe Z 
GAL 1956: A GAINFUL YEAR 
91 7, 
1956 1955 
89 FA ok $664,251,090 $622,018,919 
. PON GUscseccescces 52,502,422 48,289,453 
87 Net earnings per share... 7.09 6.54 
2 Total employment cost.... 194,604,451 177,913,219 
85 Total dividends paid..... 29,568,645 23,940,275 
75, A copy of our Annual Report for 1956 will be mailed upon request. 
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NATIONAL STEEL CORPORATION 
65 ; 
GRANT BUILDING PITTSBURGH, PA. 
60 
Owning and Operating 
65 Weirton Steel Company ¢ Great Lakes Stee! Corporation 
Stran-Steel Corporation © The Hanna Furnace Corporation 
Hanna Iron Ore Company « National Mines Corporation 
50 National Steel Products Company 
5 
. , — —»)* , : With a rated capacity of 600 tons per heat, 
0 aa = i Weirton Steel's No. 14 is the largest open- 
- hearth furnace in the history of steel. 
ae i 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Pacific Finance 

“IT have heard that consumer financ- 
ing has reached new high levels. ] 
would appreciate receiving late data on 
Pacific Finance as to revenues, divi- 
dends and outlook.” 

C. P., Ashland, Ky. 

The major portion of Pacific 
Finance Corp.’s funds—approxi- 
mately 70% —is employed in fi- 
nancing the wholesale and retail 
purchases of automobiles. The 
high level of automobile sales in 
1956 created competitive pres- 
sures for the limited financing 
funds available in the _ tight 
money market. This situation per- 
mitted finance companies to be 
more selective in sales finance 
operations and partially to offset 
higher cost through rate in- 
creases. The net effective yield 
began to increase during the year, 
and by mid-1957 it is expected 
to be somewhat higher than it 
was at the end of 1956. 

Net earnings for 1956 of Pa- 
cific Finance Corp. were $4,962,- 
536, the highest in the company’s 
history. This was equal to $4.28 
per share on common stock after 
provision for preferred dividend 
requirements. Net earnings in 
1955 were $4,707,719, and earn- 
ings per share of common stock 
were $4.26. Dividends of $2.00 a 
share were paid on the common 
stock in 1956 and 50c is the cur- 
rent quarterly rate. 

The company also reported an 
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all-time high for its level of loans 
and discounts outstanding, which 
totaled $330,826,053 at December 
3lst, 1956. This represented an 
increase of $39,665,973 over the 
$291,160,080 reported at the end 
of 1955. The increased earnings 
realized last year were despite 
the fact that the company faced 
higher money costs as a result 
of the tight money situation. 

The expansion program which 
has carried forward in the con- 
sumer loan divisions since 1951, 
gained full momentum with the 
establishment of 78 new offices 
in the past three years. All costs 
of this expansion program were 
charged-off on a current basis, 
with no deferred charges. While 
this has been a limiting factor 
on immediate consumer loan earn- 
ings, there have been no accrued 
charges against future income 
for previous expansion costs. The 
company plans to consolidate 
gains of this expansion program 
in 1957. 

The rate increases which the 
insurance industry was expecting 
in 1957 have recently been grant- 
ed in some of the states in which 
Pacific Finance Corp. conducts 
insurance operations. The expec- 
tation is that other rate increases 
in other states will follow later 
on in the year. 

The company increased its 
capital funds by $10,000,000 dur- 
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| 
ing 1956 with the sale of pre} 
ferred stock and capital deben- 
tures. The company’s long-term] 
senior debt was increased by $15,,-| 
000,000 during 1956 and by an| 
additional $3,000,000 on Janua-y 
8th, 1957 through the sale of 
45% debentures, due in 1971. 

The volume of loans and dis- 
counts acquired through the cor.- 
pany’s financing operations nh 
1956 was $527,975,911, compared 
with $561,574,450 in 1955. Of 
this total, 69.7% was derived 
from the wholesale and retail #- 
nancing of automobiles and from 
the financing of other retail pur- 
chases, and 27.9% was from con- 
sumer loans. 

Pacific Finance’s two insurance 
subsidiaries, Olympic and Mara- 
thon insurance companies, re- 
ported net premiums written to- 
taling $7,345,275 compared with 
$8,389,051 in 1955. Net income 
for 1956 was $103,268 compared 
with $520,606 in 1955. 

Prospects over coming months 
appear favorable. 


Trane Company 


“IT have beer told that the air condi- 
tioning business is expected to expand 


further and therefore would appreciate | 


receiving information on the Trane Coa. 
of LaCross, Wisconsin.” 


T. R., Bangor, 
The Trane Co., manufacturing 


Maine 





AR 


engineers of air conditioning, | 
heating, ventilating, and special | 
heat transfer equipment, reported | 
that 1956 showed total sales up | 


38% and profit 66% ahead of 
1955. 
Consolidated sales increased | 


from $54,061,935 in 1955 to $74,- 
443,851 in 1956. Profit increased 
to $5,739,618 for 1956, ~~ 
with $3, 452,753 in 1955. six 
week strike in the fall of "1988 


| 
: 


should be taken into account when [ 
comparing figures for the two 


years. 

Backlog of $31,600,000 at the 
end of 1956 was the highest in the 
history of the company. 


(Please turn to page 196) 
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GULF OIL 
‘RIANNUAL REPORT 


g-term 
y $15, 
by an . 
anua“y i. 956 was a year of significant progress for Gulf. 















Wy . Net income was 30% higher than in 1955, with 
d dis. | nited States operations accounting for the major 
e cor... portion of the increase. 

ns 2 Earnings improved in foreign areas, too. Income was 
pared’ py in both the Western and the Eastern Hemispheres, 
ae vith the Middle East showing some gain despite the 


tail 4-0 losing of the Suez Canal. 

from Salient facts from our Report are presented below. 
] pur. We'll be glad to mail you a copy if you’d like one. 

n CO - 


rance 
Mara- 
y re- C 
2n to- 
with 
icome 
pared CONSOLIDATED FINANCIAL DATA 
ntl 1956 | 1955 
0 8 — = 

See Ret CON NEE «co conc cnvneckacceveedes $ 282,658,000 | $ 218,064,000 

Net Income—Per Share (based on shares at end of each year) $9.54 | $8.19 

Cash Dividends Paid—Total Amount..................06. $ 69,244,000 | $ 57,458,000 
om Cash Dividends Paid—Per Share. ..............0cscc0ee $2.50 $2.25 
— Stock Dividends Paid...... ahaddeeeaereneeeaen 5% 4% 
e 0. 

ENS LEAS LAO $2,872,270,000 |  $2,160,821,000 
manne Net Sales and Other Operating Revenues................  $2,339,715,000 | $1,895,670,000 
caer Capital Expenditures (for properties, plants and related assets) $ 465,950,000 | $ 274,480,000 
ecial Depletion, Depreciation, Amortization, etc. (non-cash charges) $ 217,185,000 | $ 162,626,000 
rted 
3 up OPERATIONS DATA—DAILY AVERAGE BARRELS 
1 of (Includes Gulf's equity in companies less than 100% owned) 
ased 1956 | 1955 
574,- Gross Crude Oil, Condensate, & Natural Gas Liquids Produced 1,087,097 971,334 
a“ ; Net Crude Oil, Condensate, & Natural Gas Liquids Produced 997,777 897,195 

six Crude Oil Processed at Refineries...................0005 667,806 | 587,867 
“te cus csp esasceacwcakaues 695,688 | 600,956 
nen 
two i er eer 111,818 10,507 
i Financial and operations data in 1956 include Warren Petroleum Corporation, The British American Oil Company Limited, 
the : and certain subsidiaries and affiliates not previously included; hence, figures for 1955 are not directly comparable 
the | (For a copy of Gulf’s Annual Report, write to the Secretary, P. O. Box 1166, Pittsburgh 30, Pa.) 
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Foreign Gold and Dollar 
Holdings 





(Continued from page 155) 


export efforts. For it forces busi- 
ness concerns to develop new sales 
outlets. But the budget also en- 
courages the establishment of 
overseas sales subsidiaries of 
British firms by granting tax 
exemption to such overseas trade 
corporations. The granting of a 
special tax relief to the ship build- 
ing industry follows the same rea- 
soning since it is one of Britain’s 
major export industries. 
Altogether the new budget will 
give Britain a prospective budget 
surplus of $1.3 billion, despite the 
various new tax reductions. This 
compares with a surplus of $812 
million in the fiscal year just 
ended. If the new budget will cost 
the Conservatives some votes it 
also gives them a good argument 
against the Socialists. The total 
tax burden to the country is now 
only 25 percent of the gross na- 
tional product (about the same 
as in the U.S.). Under Labor the 
figure was around 31 percent. 


German Surplus Funds May 
Play Role in Middle East Oil 


For over a decade now Middle 
East oil production has been in 
the hands of eight companies 
from four countries. They are 
Standard Oil of New Jersey, 
Standard Oil of California, Gulf 
Oil, The Texas Company, Socony 
Mobil, British Petroleum, Royal 
Dutch-Shell and the Compagnie 
Francaise des Petroles. Their 
home offices are respectively in 
the United States, Britain, the 
Netherlands and France. Not un- 
naturally, this has caused a cer- 
tain amount of grumbling on the 
part of certain other countries 
which are heavy users of Middle 
East oil but have found it im- 
possible to gain a foothold in its 
productive facilities. 

Two of these countries have 
recently begun to do something 
about it. They are Italy and Ger- 
many. Both of them are now 
eyeing the new Qum oil deposits 
in Iran. Qum is the place where 
the National Iranian Oil Co. dis- 
covered last summer one of the 
world’s greatest oil gushers which 
spouted out several million bar- 
rels of oil in a matter of weeks 
before it could be brought under 
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control. The important thing 
about Qum is that it is outside 
the area assigned to the Interna- 
tional Consortium of oil compa- 
nies which has been in charge of 
the existing fields in Southern 
Iran since the settlement of the 
Anglo-Iranian oil dispute in 1954. 

The new find was made by an 
Iranian company, owned by the 
Iranian government. The Shah 
has made it very clear that he 
intends Qum to remain an Iranian 
national undertaking which will 
under no circumstances be turned 
over to any foreign group, re- 
gardless of the terms offered. 

However, Iran does need con- 
siderable foreign funds to develop 
the newly found fields, to lay pipe- 
lines and to build a local refinery. 
It is therefore willing to form 
some sort of partnership with a 
foreign group in exchange for 
financing. But Iran would have 
to retain a controlling interest. 

The first to offer its services on 
those conditions was the Italian 
government oil concern E.N.I. 
However, it is doubtful that the 
E.N.I. alone would have the neces- 
sary capital which is estimated 
at $200 to $400 million. Further- 
more, the Italian government 
wants the E.N.I. to use its funds 
first of all in Italy itself where 
there are still a number of un- 
explored oil possibilities. 

The Iranian government was 
therefore understandably reluc- 
tant to come to any agreement 
with E.N.I. Instead, they used the 
opportunity of a visit to Teheran 
by Chancellor Adenauer during 
the first week of April to discuss 
the whole project with the Ger- 
mans, Officially, nothing is known 
of the outcome of these discus- 
sions but a group of German ex- 
perts is about to visit Teheran 
to study the possibility of German 
participation in the development 
of the Qum oil fields. Germany 
with its large annual foreign ex- 
change surplus is of course in a 
much better position to finance 
such a project than Italy which 
is itself in need of more foreign 
capital. 

The reason why none of the 
major international oil companies 
have either been asked or have 
themselves requested to partici- 
pate in the exploitation of Qum 
is that Iran is interested in de- 
veloping an oil industry of its 
own with assured foreign mar- 
kets. This may be a sort of in- 
surance in case of any future trou- 
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bles with the International Coy 
sortium. The Consortium me 
bers on their part are also qui 
content to stay away from Qu 
under these circumstances sin 
they have no intention of settin 
the precedent of forming a ful 
scale partnership with any Midd 
Eastern government or of breaj 
ing the established fifty-fifty priy 
ciple by accepting a smaller shay 
of the profits. Nevertheless, if th 
Qum oil deposits are really as bij 
as the Iranians think, they ay 





likely to set a number of prd 
cedents which will undoubt<«d 
have repercussions throughoy 
the Middle East oil industry. —ENj 
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and recoverable scrap, total sup 
ply approximated 2,348,000 tons 
This was more than the marke 
could take and from a sellers’ t 
a buyers’ market the transitioj 
was rapid. Not the least factor i 
easing supply was decision by thé 
Government to curtail stockpiling 
by cancelling calls for aluminun 
in 1956 and to defer further call 
through the first half of 1957 
Price cutting started viciously iz 
aluminum extrusions by a host ¢ 
new unseasoned manufacturer: 
short on capital and experience 
However, this affected the pri- 
mary producers only to a mino 
extent. Following the new wag 
contracts in August, the price oi 
primary pig had been advancet 
2 cents to 25 cents a pound, an 
ingot by the same amount to 27.1 
cents. These prices are likely t 
hold in the foreseeable future. 


Temporary Oversupply of 


Aluminum 
That current production ex 
ceeds demand admits of little 


argument. Alcoa’s president ad- 
mitted this but declared in his} 
opinion the condition was tem-| 
porary. The same belief was ex- 
pressed by the chairman of Rey- 
nolds who asserted that over the} 
vear there would be no aluminum! 
surplus. And certainty there is no} 
lack of faith in aluminum’s fw} 
ture as evidenced by the willing-4 
ness of the big four producers to) 

(Please turn to page 180) 
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Gross operating revenues reached an 
a'l-time high of $470,744,000, exceed- 
ing those of the previous year by 
$27,244,000, or 6.1°7. Climatic con- 
ditions adversely affected the growth 
in revenues for several major classes 


oO! service. 
eee eee eeeeeeeeeeeeeeeeeeee 


Sales of electricity to customers to- 
taled 17.2 billion kilowatt-hours, a 
|.S°> increase over the previous year. 
In addition, we accepted for delivery 

2 billion kilowatt-hours for the ac- 
count of others. 


Sales of gas to customers totaled 304 
billion cubic feet, a gain of 5.8°7 over 
the previous vear. Warmer-than-nor- 
mal weather which prevailed during 
most of the vear retarded sales in this 


partment. 


HIGHLIGHTS 
of the Year’s Operations 





Construction expenditures totaled 
$148 million, an 
$15 million over the prior year. The 


increase of about 


cost of our construction program is 
increasing, and we expect that ex- 
penditures for this purpose will range 
from $175 to $190 million annually 
over the next two years. 


At the year-end we were supplying 
utility service to 3,247 


in all branches of our operations. The 


£929 customers 


gain was 123,181, which is below the 
record established in the previous 
vear, but above the average gain over 


the past decade. 


Proceeds from securities sold to fi 
nance our construction program to- 
taled $62 million, the smallest amount 
sold for this purpose since 1946. Rights 
were issued stock- 
holders entitling them to subscribe 
for additional common stock for the 


to our common 


first time since 1953. 


Chairman of the Board 








For additional information on 
this vital western company 
write our Treasurer, Kk. C. 
Christensen, 245 Market St., 
San Francisco 6, for a copy of 
P.G. & E.’s Annual Report 











SAN FRANCISCO 6G, 





The Company greatly expanded its 
activities in the field of nuclear elec 
tric power. Through an arrangement 
with the General Electric Company, 
the nation’s first privately financed 


nuclear power will be flowing into our 


svstem before the close of 1957. 
coe eeeesrerereeeeeeseeeeees 


The number of stockholders partici 
pating in ownership reached 221,328 
at the vear-end, a gratifying gain of 
3,507. Of the total, 85.874 were pre- 
ferred stockholders and 135,454 were 


common stockholders 


eeeereeweeeeeeeeeeeeeeeeeeee 


Net earnings for the common stock 
were $3.46 a share based on the aver- 
age number of shares outstanding, 
and $3.37 a share based on end-of 

This 


earnings of $3.32 a 


period shares. compares with 
share based on 
the lesser number of shares outstand- 
ing in 1955. 
—) 
7 ~ ? ad A 
hr \ Ogect Cru Goriy 





Manager 


ent and General 


Lucifie Gas and 
Electric Company 


245 MARKET STREET 


CALIFORNIA 


RP-G-eE* SERVES 47 OF CALIFORNIA'S 58 COUNTIES 
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expand production facilities — a 
belief equally shared by newer 
entrants in the field, Anaconda, 
Olin-Revere, and Canadian Brit- 
ish Aluminum. Major additions 
to productive capacity already 
scheduled include 170,000 tons by 
Alcoa, to be completed by 1958; 
240,000 tons by Alcan by 1960; 
125,000 tons by Kaiser by 1958; 
and 210,000 tons by Reynolds in 
1959. By 1958, according to a pre- 
diction by Mr. Wilson of Alcoa, 
the total aluminum supply would 
be near 3 million tons a year, 
based on increases of production, 
higher imports, and scrap recov- 
ery. This may exceed demand, but 
by 1960 he placed consumption 
at over 3 million tons, and likely 
to go to 5 million tons by 1975. 

U.S. production for the first 
two months of 1957 has broken 
no records because of power 
shortages in the Northwest. Out- 
put totalled 266,094 tons, com- 
pared with 273,156 tons in the 
same period of 1956. While the 
decline is trifling, it does serve to 
indicate the uncertainties that 
inadequate water supplies may 
play with output of essential 
hydro-power. 

In spite of lower demand for 
aluminum at present, it seems 
likely that actual consumption is 
exceeding current shipments be- 
cause of inventory changes by 
consumers, who had stocked up 
heavily as occasion permitted in 
1956 when shortages threatened. 
As the supply situation eased, 
fabricators tried to reduce inven- 
tories to a more normal basis. 


Building, Transportation Lead 
Demand for Aluminum 


According to statistics compiled 
by the Aluminum Association for 
1956, building materials continued 
to lead the list of civilian and uses 
of aluminum. These accounted for 
19 per cent of the wrought prod- 
ucts shipped in the first half of 
the year. Transportation equip- 
ment accounted for 17.4 per cent, 
and consumer durables for 13 per 
cent. Thus these three classifica- 
tions made up about half of total 
wrought shipments. Other major 
uses included electrical, 7.8° ; 





machinery, 6.2% ; packaging and 
containers, 4.4%. Transportation 
continued to be the biggest user 
of aluminum castings. 

These statistics warrant further 
comment and go far to confirm 
the near universal belief that alu- 
minum represents a true growth 
industry. The metal is so versa- 
tile, it possesses so many admir- 
able qualities, many unique among 
metals, that new uses for it ap- 
pear certain, and older uses ap- 
pear capable of still greater ex- 
pansion. While it is improbable 
that per capita use, now about 
20 pounds, can maintain its sen- 
sational growth of doubling in 
the next six years, as it did from 
1951 through 1956 while per 
capita use of copper, lead, and 
zinc remained nearly static, the 
consumption curve gives no sign 
of flattening out. 

In the transportation field, alu- 
minum no longer has its former 
importance in military aircraft 
production because of inability to 
withstand high temperatures at 
supersonic speeds. But it has 
probably regained all it has lost 
in the expanding field of civilian 
planes, both passenger and pri- 
vate, which now takes about ° 
of the metal that goes to the avia- 
tion industry. In the automotive 
industry there is growing accept- 
ance of aluminum, In the 1956 
models about 35 pounds average 
is used, with likelihood this should 
be stepped up to 100 pounds or 
more within a year or so. On the 
basis of a 6.5 million car year, 
this would call for the use of 
325,000 tons of aluminum for the 
auto industry alone. The _all- 
aluminum automobile radiator 
may be right around the corner 
according to a Ford executive. It 
appears significant that Ford and 
General Motors have contracted 
for a substantial portion of the 
additional output of Reynolds and 
erected facilities nearby for its 
use. An experimental engine with 
a die-cast cylinder may be the 
fore-runner of much greater use. 


Aluminum vs Copper 


Nevertheless, unlimited opti- 
mism, particularly as regards the 
competitive advantage of alumi- 
num over copper, calls for a cau- 
tionary note. In 1956 aluminum 
had a price advantage of about 
18 cents a pound, or 76 per cent 
over copper. On a volume basis, 
because of the difference in spe- 
cific gravity, it was about three 
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times as much, Today, as a resw 
of the reduction in the copp 
price to 31-32 cents a pound ~ 
the advance in aluminum to 2 





cents, this has been cut to lege 


than 4 cents a pound, or 18 pd 


cent. And according to Sir Rona ® 


Prain, chairman of the power'fi 
Rhodesian Selection Trust, an 


price-competitive advantage @, 


aluminum over copper in the ele 


a 
trical transmission field has bee 
U 


largely negatived by present prix 
relationship of the two metal:. 

Granted that aluminum stock} 
can rightly be placed in the enviejl 
growth category, what pr c& 
earnings ratio should be allowd 
Last year investors were quit 
ready to capitalize earnings 3 
about 30 times. More sober cn 
sideration — difficult to reach ij 
this dynamic industry of rapi llj 
changing capitalizations and pre 
duction rates — has cut this tj 
about 22 for the two leader 
Alcoa and Alcan and about 14 “oq 
Kaiser and Reynolds. Compare 
with acknowledged leaders i 
other growth industries, thes 
ratios appear to be quite in line 





Lead and Zinc Prices Are Stable 


In sharp contrast with th¢ 
erratic price changes in cope 
in 1956, lead and zinc prices main 
tained a steadiness never before 
encountered for so long a period 
The 16-cent per pound price io 
lead and 1314 cents for zinc wer 
virtually unchanged during the 
year. Yet the confidence thal 
might have been expected fron 
so long a period of stability is 
lacking. It is universally recog- 
nized that the present price leve| 
is maintained almost wholly by 
government buying of surplus} 
metal for the stockpile. And there! 
is growing fear that this helping 
hand will not be extended indefi- 
nitely and might be withdrawn] 
with disastrous effect on_ the 
market. 

Duration of Stockpile Buying | 
Is Unknown 


How long it will be before zinc} 
and lead producers will find them-| 
selves on their own like copper 
miners is anyone’s guess. It is] 
thought that the original stock-| 
pile objective of 200,000 tons of | 
lead and 300,000 tons of zinc was} 
reached in 1956. The present bar- | 
ter program has no set target to] 
meet, and might be terminated 

(Please turn to page 182) 





MAGAZINE OF WALL STREET 











The 195 
fo pros 
de elop 
pl: nts | 
chemica 
of repla 
Duri 
reporter 
story ol 
Annual 
Sales ane 
Net Inee 
I 

a 
Preferre 
Commor 
W ol 
Current 
Net Fixe 
Stockho! 
N nber 
N uber 





a resy 
copp4 
ind an 
1 to 2 
to le 
18 pg 
Rona! 
wel'fy 
it, an 
ge 

ne ele 
iS I 1 
it pridl 





tals. 
stock} 


en\ if ° 


pr ce 
low -df 

qu if 
gs ¢ 
ir Com 
ach ij 
api Ili 
d pre 
his ti 
ade rs 
14 * 
pare 
rs 

th ‘St 
1 line 


stable 


1 thd 
ope 
main: 
yefore 
erin 
e T0 
wert 
r the 
that 
fron 
ty is 
eCOg- 
leve 
y 0 
rplus 
there 
|ping 
idefi- 
rawl 


the 


~ 


ng 


zin 
1emM- 
pper 
t is 
ock- 
s ot} 
was 
bar- | 
t to} 
ated 


»- Developments of 1956 
reflect a pattern for progress 


The 1956 achievements of W. R. Grace & Co. fit into its long-range pattern 
for progress. During the year the Company accelerated research and 


development... 
plants here and abroad .. . 


pushed construction and enlargement of manufacturing 
took further steps to expand paper and 


chemical operations in Latin America . . . and proceeded with the program 


of replacing the Grace Line fleet. 


During a year of record-high capital expenditures, the Company also 
reported higher earnings for the fourth consecutive year. For the complete 


story on these and other developments in Casa Grace, 


Annual Report. 


Highlights of the Year’s Operations 


Year Ended December 31, 


Sales and Operating Revenues S4 
Net Income After Taxes s 

Per share of common stock (Based on 
average number of shares outstanding) > 
Preferred Dividends Paid $ 
Common Dividends Paid ba 
Per share {¢ rate of = 


Net Working Capital 
Current Ratio 
Fixed Assets 
kholders’ Equity per Common Share s 


N 
S 
Number of Common Shares Outstanding 
Number of Common Stockholders 

N 


iber of Employ ees 


For a copy of the 1956 
Annual Report write 
V.R. Grace & Co., Dept. MW, 
7 Hanover Square, N.Y. 5 


bar’ 






1956 
§8.136.637 
19.785.020 

1.4] 

936.198 


9.828.042 


2.50 
$108.137.879 
2.2 to ] 

$ 163.888.582 
16.9] 
1.493.193 
21.178 
14,795 

” ~ e 


see the 1956 
1955 
$127.066.329 


S 18.780.394 


s 1.21] 
s YOO 000 
$ 8,473,117 
Ss 2 OO 
$129 815.130 
2.5 to | 
$ 138.568.4105 
S 15.56 
1,284,831 
16.623 
14.505 

a ~~ a 





Symbol of Service Throughout the World 


See 





ee ed ee + TSR, 


THE GRACE 
ORGANIZATION 


W. R. GRACE & CO., backed by a 
century of experience in business and 
industry, continues to move ahead—in 
chemical manufacturing and processing 
.. in widespread Latin-American enter 
prises ...in world trade, transportation 
and finance. 


CRYOVAC COMPANY DIVISION 
DAVISON CHEMICAL COMPANY DIVISION 
DEWEY AND ALMY CHEMICAL COMPANY 

DIVISION 
DEWEY AND ALMY OVERSEAS COMPANY 
DIVISION 
FOSTER AND KLEISER COMPANY DIVISION 
GRACE CHEMICAL COMPANY DIVISION 
GRACE RESEARCH AND DEVELOPMENT 
DIVISION 
GRACE LINE INC. 

GRACE NATIONAL BANK OF NEW YORK 
POLYMER CHEMICALS DIVISION 
LATIN AMERICAN PAPER AND CHEMICAL 
GROUP 
SOUTH AMERICAN GROUP 
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W. R. GRACE & CO. 


Executive Offices: 7 Hanover Square, New York 5 
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Outlook for Non-ferrous 
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without much notice. An economy- 
minded Congress is unlikely to 
authorize further cash funds for 
stockpiling. A proposed $130 mil- 
lion appropriation has already 
been sliced by the House to $19 
million, However, various unoffi- 
cial statements attributed to un- 
named Government administra- 
tors indicate that acquisitions 
would be continued during the 
first half of 1957. In the event 
that stockpiling ends, some pro- 
ducers expect a tariff would be 
imposed that would curb imports 
when supplies were excessive but 
would not be in effect when U.S. 
prices were high. But any tariff 
increase would probably meet 
sharp opposition from the Admin- 
istration. 

Lead and zine usually occur 
together in the same ore, hence 
producers are generally equally 
concerned in both markets. A 
change in the price level of one 


metal is likely to be followed 
rather promptly by a correspond- 
ing change in the other. There are 
some exceptions, however. The im- 
mense lead deposits of St. Joseph 
in Missouri contain no zinc, nor 
do the New Jersey zinc deposits 
contain any lead. But elsewhere 
in the world—in Canada, Mexico, 
Australia, Peru—the two metals 
are found in the same orebody. 


Lead in Better Position Than Zinc 


Of the two, lead is in a con- 
siderably sounder statistical posi- 
tion than zinc. There is no new 
large unexploited lead produc- 
tion overhanging the market. The 
lead content of lead-zine ores is 
much lower than zinc, hence de- 
velopment of such orebodies is 
likely to bring much more zinc on 
the market than lead. 

Production figures in 1956 con- 
firm this view. Last year domestic 
output of U.S. lead mines in- 
creased a modest 4% in spite of 
good price conditions and free- 
dom from strikes. Domestic zinc 
mine output was 7% higher and 
would have been more except for 
a long drawn out strike in an im- 
portant New Jersey producer and 
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a record high of ore imports 
amounting to nearly 530,000 tons 
metal content, just about equal to 
production from all U.S. mines. 

Development of new zinc ore- 
bodies has been conspicuously suc- 
cessful, especially, in Tennessee 
by American Zinc and New Jersey 
Zinc, but new major discover es 
of lead in this country are defi- 
nitely absent. More and more is 
the United States becoming e- 
pendent on imports of lead «re 
and pig lead to bolster dom:>s- 
tic mine production. Fortunat :ly 
about 40% of our lead requi ‘e- 
ments are provided from seco) d- 
ary, or scrap recovery. Every nio- 
torist is well aware that his old 
battery has a very definite s ile 
value, 

The case is different with zi ic. 
While imports are required to bal- 
ance supply with demand, dom s- 
tic mine production of 540,000 
tons in 1956, highest since 19/2, 
provided over half of total c n- 
sumption, contrasted with l:ss 
than one-third of lead consun p- 
tion that came from U.S. mines. 

Industrial demand for lead, 
while seldom spectacular, is mcre 
stable and less subject to cyclical 
variation than for zinc. Its two 
main consuming markets, storage 
battery replacement and manu- 
facture of tetraethy] gasoline, «re 
virtually free from competition oy 
other metals and are assured of 
steady growth because of normal 
population increase. It does not 
make so much difference to the 
battery manufacturer whether 
Detroit puts out 6 million cars a 
year or 7 million. Cars will still 
crowd the roads and an old car 
is just as hard on a battery as a 
new one. And the growing use of 
high compression engines uncer 
the hood makes the call for high 
octane gas more insistent than 
ever, Another unique use for lead, 
for which potential of future 
growth may be vast, is as a radia- 
tion shielding material. For the 
shipping and use of radioisotopes, 
lead has no substitute within a 
wide price range. It is cheap and 
available in unlimited amounts 
for such purposes. 

Not so much optimism can be 
displayed for zinc. Its main use is 
in galvanizing and remarkable 
progress in development of con- 
tinuous galvanizing has widened 
the field extensively. Its second 
most important industrial appli- 
cation is in making zinc die cast- 
ing. Zinc is a superior metal “or 

(Please turn to page 184) 
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this purpose but is far from hav- 
ing the field for itself, for alu- 
minum, magnesium, and copper 
are substitute materials. Die- 
casters have warned the zinc mak- 
ers that any increase in the zinc 
price from present levels might 
find them switching to aluminum, 
which on a volume basis, is nearly 
40% cheaper than zinc. The third 
use is in manufacture of brass— 
about 40% zinc, 60% copper is 
needed for brass—and the present 
doldrums in Connecticut Valley 
with the fabricators has cut de- 
mand for zine along with copper. 

The extent to which the domes- 
tic industry is dependent upon 
Government stockpile buying is 
convincingly shown by the statis- 
tics last year. Out of a total slab 
production of 1,063,000 tons about 
15% went to the stockpile. As a 
result stocks with producers were 
held to a modest increase of 27,300 
tons at the year end. Otherwise 
stocks would have become so 
heavy that price cuts would have 
been mandatory. 

Government agencies have set 
ne time as to how long they can 
continue to buy. It is this uncer- 
tainty that is causing the stocks 
of such sterling producers as St. 
Joseph Lead, New Jersey Zinc, 
Eagle Picher, Bunker Hill, and 
Consolidated Mining & Smelting 
to fail to attract few but long pull 
buyers. As a consequence, the 
dividends of such companies can- 
not be considered to offer the ulti- 
mate in assured return. —END 





Battle for Leadership 
Between Two Cans 





(Continued from page 167) 


need for better packaging mate- 
rials an opportunity for expan- 
sion in products other than the 
tin can that had accounted for the 
company’s early growth. This 
philosophy is well expressed by 
management in the latest annual 
report for stockholders, which 
says in part: 

“The packaging industry re- 
flects the dynamic forces which 
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Comparative Balance Sheet Statistics 





Long Term Debt (Stated Value) 

Preferred Stock (Stated Value) 

No. of Common Shares Outstanding (000) 
Capitalization 

Total Surplus 


Cash and Marketable Securities 
Inventories, Net 

Receivables, Net 

Current Assets 

Current Liabilities 

Net Working Capital 

Current Ratio (C. A. to C. L.) 


Net Property 

Total Assets 

Book Value Per Share 

Recent Price of Common Stock 





Continental 
American Can Can 
12-31-56 12-31-56 
————(Millions) 
$ 63.0 $116.3 
$ 41.2 $ 38.4 
11,109 11,169 
$243.0 $266.5 
$175.9 $224.5 
$ 27.0 $ 39.9 
$148.1 $158.9 
$ 41.1 $ 72.8 
$216.2 $271.6 
$ 80.8 $131.8 
$135.4 $139.8 
2.6 2.0 
$265.9 $343.3 | 
$499.8 $633.7 
$ 27.90 $ 30.10 | 
43 44 | 
_| 
ad 














have provided the progress and 
prosperity which our economy en- 
joys today. Among the more basic 
of these are marked population 
growth, rapid industrial expan- 
sion and the ever-increasing va- 
riety of goods and services offered 
to the American consumer. In the 
packaging industry the competi- 
tive situation can thus spell op- 
portunity for the alert package 
manufacturer, or hardship for 
one who fails to recognize and 
adapt to new developments. For 
the dominant characteristic of 
packaging demands today is their 
variety. The focus of these de- 
mands is an ever-shifting one—on 
new merchandising advantages; 
on low-cost, convenient and more 
attractive ways of presenting 
packaged goods.” 


Continental Has Kept Abreast 
of Industry Growth 


Changing customers in dis- 
tribution and in marketing, it is 
noted, have dictated reliance on 
more efficient materials for en- 
closing merchandise. Thus use of 
bushel baskets, wooden boxes, 
textile bags, etc., has diminished 
as newer containers have come 
forward. Container makers have 
been called upon to provide pack- 
ages for an infinite variety of new 
products such as frozen foods, in- 
stant coffees, detergents and pre- 
pared meats. Containers have been 
developed for marketing older 
products in new ways—such as 
beer, motor oil, lettuce and other 
garden products as well as citrus 
fruits. 

In an effort to provide the best 


service for its customers, Con #i- 
nental informs its stockholde’s, 
the company “has sought to estab- 
lish itself among the leaders in 
each of its packaging fields. T 1 
result of these policies has been 


a dramatic growth for Continen-| 
tal. Equally dramatic, however, | 


has been the growth of the pack- 
aging industry —and more basi- 
cally, the rise of the American 
economy and our standard of liv- 
ing. Thus Continental’s ten-fold 
increase in packaging sales dur- 
ing the past two decades has en- 
abled it to do little more than keep 
pace with the growth of the pack- 
aging industry.” 

Emphasis on new materials and 
modern packaging techniques 
should not obscure continued pro- 
gress of metal containers. In Con- 
tinental’s case, as well as with 
American, the can was by far the 
most important product last year. 
The metal division contributed 
advances in production and con- 
tainer technology which have bol- 
stered demand for tin containers. 
Wide gains were made in develop- 


ing and marketing aerosol cans | 


suitable for merchandising new 
products. 

Continental has been a major 
producer of drinking cups and 
paper tubes for several years. It 
has added a line of plastic coated 
paper plates and paper contain- 


ers with metal lids. New types} 
of plastic cups and containers | 


suitable for distribution of dairy 
products and other foods were 
added last year. The paper drum 
business acquired 15 years azo 
also has expanded rapidly in re 
(Please turn to page 186) 
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| Copperweld Reports Record Year 
| 1956 Sales Top $100-Million Mark 







MILLIONS 


$100 
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Copperweld reached a new milestone in its 41-year history 
when net sales for the year 1956 exceeded one hundred 
million dollars. The continued demand for the Company’s 
products, coupled with the record-high level of industrial 
activity, resulted in an increase in sales of 28 per cent over 
1955 and 20 per cent greater than 1953, the previous record- 
year. 

Net earnings for the year were $3,440,872, the second 
highest of record and 45 per cent greater than 1955. Earn- 
ings applicable to the common stock for 1956 were equal to 
$4.08 per share compared with $2.81 for the previous year, 
notwithstanding an increase during the year of 5 per cent 
in the number of shares of common stock. 

The Company seeks to expand its markets by a continuous 
program of research in metallurgy to develop new products, 
and to maintain and enhance its enviable position in the 
industries served. 

Outlook for the year 1957 is favorable due in part to 
indications that a high level of national industrial activity 
will continue throughout the year. With the additional earn- 
ings expected to be realized from the completion of the 
modernization and expansion program during 1957, a year 
of satisfactory operations may be anticipated. 


SEKiplan! ff 


CHAIRMAN OF BOARD 









PRESIDENT 





the story | 1956 | 1955 
a in figures Net sales |$100,541,926 \$78,490,150 
Net earnings | 3,440,872 | 2,365,459 
Dividends on common stock—per share | 2.00 | 1.70 
MILLIONS Working capital at year-end | 16,266,620 18,601,781 
$30 Additions to plant and equipment | 8,748,569 1,835,019 
Average number of employees 4,287 3,972 
20 Number of shareholders 6,582 | 6,687 
Equity per share of common stock $36.23 | $34.56 
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We will be pleased to send you 
our 1956 Annual Report on request 
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Battle for Leadership 
Between Two Cans 





(Continued from page 184) 


cent years. 

The flexible packaging business 
acquired four years ago from 
Shellmar Products Corporation 
has expanded steadily. Products 
include extrusion of polyethylene 
and conversion into bags and con- 
tainers of various types of papers, 
foils and films. The recent trend 
toward adaptation of individual 
packaging of meats, vegetables, 
frozen foods, baked goods, etc., in 
transparent materials has spurred 
demand for products in this divi- 
sion. Aluminum foil containers 
also have been developed. 

In the last decade earnings on 
a share basis have more than 
tripled, the index rising to 378 
for 1956 from 100 in 1946. In like 
manner, dividends as an index 
rose to 368 for last year. In dol- 
lars, net profit in 1956 rose to 
$3.71 a share from $3.22 in 1955 
and dividends advanced to $1.80 
from $1.50 a share for 1955, ad- 
justed for the 100 per cent stock 
dividend last year. 


American Can Widening 
Diversification to Regain 
Leadership 


The American Can Company, 
which had dominated its indus- 
try for a quarter of a century 
and had pioneered the promotion 
of tin containers in non-food lines 
— such as motor oil and beer — 
began to feel the effects of keen 
competition from Continental be- 
fore the war. After hostilities 
ceased, the struggle for new busi- 
ness became keener, especially 
when soft drinks seemed to offer 
possibilities for growth. Ameri- 
can’s management moved cau- 
tiously as Continental broadened 
its field of operations to include 
plastics — especially in “squeeze” 
bottles—and in fiberboard. Mean- 
time, American had concentrated 
on paperboard milk containers in 
its diversification program. 

Now that the paper milk con- 
tainer’s growth has slackened and 
leveled off, American Can has 
shown indications of extending 
its operations into other items be- 
sides tin containers. Litigation 
involving Continental’s acquisi- 
tion of Hazel-Atlas Glass and 
Robert Gair Company will be 
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closely watched. It would not be 
surprising if American’s manage- 
ment should act to bring into its 
orbit a larger entity engaged in 
paperboard production or in con- 
tainer fabrication, for Continen- 
tal’s spread into a variety of 
packaging activities presents a 
challenge. 

Concrete evidence of activity in 
this direction may be discerned in 
the program for construction of 
new plants designed to provide in- 
creased operating efficiency and 
wider margins. Need for obtain- 
ing economies to counteract rising 
raw material costs was recognized 
as part of an over-all program of 
meeting competition, In diver- 
sification, four businesses were 
purchased. Management explains 
this to stockholders in the annual 
report in this way: 

“Kienle & Co., manufacturer of 
lithographing inks, and for many 
years one of our important sup- 
pliers, was acquired and brought 
into the company as a division of 
the manufacturing department. 
Two other companies further ex- 
tend the company’s use of plas- 
tics, which for some time have 
been components in our existing 
container manufacturing opera- 
tions. These were the Bradley 
Container Corporation, manufac- 
turer of plastic tubes and ‘squeeze’ 
bottles, and the Pittsburgh Plas- 
tics Corporation, which makes 
caps and nozzles as well as parts 
for household appliances and 
other products.” 

The last purchase was the Sun 
Tube business (from Bristol- 
Myers), which manufactures col- 
lapsible tubes in the U.S. and 


Canada. The latter three busi- 
nesses, which will be operated 
under their present corporate 


names as wholly-owned subsidiar- 
ies, will open new and wider mar- 
kets for Canco products, particu- 
larly in the drug, cosmetic and 
adhesive fields. Bradley Container 
was bought from Olin Mathieson. 
As a result, American Can is in a 
position to develop substantial 
business in supplying Bristol- 
Myers with collapsible tubes for 
toothpaste, etc., as well as the 
Squibb division of Olin Mathieson 
with its special types of contain- 
ers made by Bradley. 

The restrictive influence of nar- 
rowing margins on tin containers 
and the lack of significant profits 
from other lines is clearly illus- 
trated in lack of earnings pro- 
gress for several years. Since net 
income reached $3.17 a share in 
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1950, earnings have failed to g 
forward. Net fell back to $2.3 
a share in 1952 and recovere 
gradually to $3.04 in 1955 only t 
drop back last year to $2.92 4 
share. The fact that dividend 
have been raised slowly froy 
$1.25 a share in 1951 to $2 las 
year as directors authorize] 
larger proportion of earnings t 
be used as dividends failec t 
induce investment demand for thy 
stock to any significant extent 
Prices have fluctuated betwee 
the upper 30’s and the high 140 
for the last three years. 


Market Appraisal Has 
Favored Continental 


In comparing the two maj 
can companies’ stocks from th 
investor’s viewpoint, it woul 
seem apparent that Americaj 
Can’s shares have stabilized ing 
comparatively narrow trac ing 
vange in recent years, wheres 
Continental Can’s stock has for ge 
ahead in reflecting benefits (@ 
anticipated benefits) of diversi 
cation and merger programs. Ag 
a result, Continental’s stock § 
more generously appraised of 
earnings than American C ng 


and the latter affords a mo 
favorable return on the inves 
ment. 


At the same time, it would seem 
likely that Continental scarce! 
would be contemplating new at 
quisitions, while American Caf 
logically might be expected t§ 
broaden its sphere of operation 
if favorable propositions wer 
presented. 

So far as the market for th 
two stocks is concerned, anothe 
factor deserves consideration. I¥ 
the acquisition of Robert Gai 
Company, Continental issued | 
large block of its stock to Owen¥ 
Illinois Glass Company for shar@ 
of Robert Gair held by the latte 
company. When Owens-Illino¥ 
Glass later arranged for acquisi 
tion of National Container, thi 
Owens management agreed to s¢ 
up a trust arrangement for share 
of Continental Can so that i 
would not be charged with having 
a voice in the management of 4 
large competitor. 

Under this trust agreement! 
Owens-Illinois contemplates dis 
posing of its large interest in Con 
tinental Can. The trust agree 
ment expires September 30, 1958 
at which time it is expected thai 
the block of 417,886 shares @ 

(Please turn to page 188) 
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Battle for Leadership 
Between Two Cans 





(Continued from page 186) 


Continental Can held at the end of 
1956 will have been sold. It has 
been indicated in financial circles 
that Owens-Illinois Glass already 
has undertaken to dispose of some 
of its holdings in the open mar- 
ket. Until this stock has been dis- 
posed of by the trustee it would 
seem probable that this antici- 
pated selling may exert a retard- 
ing influence on Continental stock. 
Under the circumstances, Ameri- 
can Can presumably would stand 
a better chance of moving for- 
ward under favorable market 
conditions. —END 





Boom in Machinery and 
Tools Ended? 





(Continued from page 165) 


process of continuous evolution, 
extensive research and by the in- 
centive for technological improve- 
ments, 

A great deal has been accom- 
plished, but still more remains to 
be done, since every new device 
suggests new fields to conquer. In 
mass production, automation will 
mean not only the process directly 
affecting the material, but may, 
to an even greater extent, fulfill 
such auxiliary duties as assembly, 
inspection, packaging, material 
handling and ultimately, process 
control. 

It should be clear that the grad- 
ual swing to automation is of long 
term value to the machine-tool in- 
dustry, since the fully automated 
production lines will need new 
tools at an accelerated pace, while 
the obsolescence factor will be 
another important consideration. 
Obviously, a faster rate of techno- 
logical progress will logically 
necessitate more rapid replace- 
ment and improvement of exist- 
ing equipment to meet set stand- 
ards. In spite of the benefits and 
future promise that automation 
has in store for the machine-tool 
industry, its immediate prospect 
should not be over emphasized. 
It must be borne in mind that this 
is a long range program and it 
may take a decade or more to 
develop a complete change-over 


even if it meets with the whole- 
hearted acceptance and confidence 
of industrial managements. 
There are serious obstacles to 
overcome and only time can tell 
how fast they will be ironed out. 
First of all, automation will pro- 
gress only as fast as engineer- 
ing can invent and devise new 
processes which the instrument 


industry has to translate into 
practical form of designs and 
equipment. 

The second and more acute 


problem is the large amount of 
capital investment needed which 
the switch-over necessarily en- 
tails. The continuation of the 
present tight money policy could 
hamper the process considerably. 

Last but not least, these super 
push-button devices will create 
an enormous demand for skilled 
manpower to operate, properly 
maintain and service specialized 
equipment, which means years of 
training and a basic shift in cer- 
tain manual occupations. 

The climate in which to pro- 
duce the best achievements, must 
be that of economic abundance. 
Full employment, growing indi- 
vidual income, hence increased 
purchasing power, in turn, creates 
greater demand for goods and 
services which can only be met by 
stepped-up production. — “Faster 
progress in the new field of auto- 
mation seems to be the only avail- 
able solution to this problem”— 
said Mr. Ralph J. Cordiner, Presi- 
dent of General Electric. The U.S. 
will require approximately 40% 
more goods and services by 1965, 
though it will have only 14% more 
people in the labor force. ‘‘Indus- 
try must be encouraged’’—he said 
—“to invest in more productive 
machinery and methods.” 


The Problem of Selection 
for Investment 


Prosperity, as a rule, is not 
evenly distributed even at a time 
of plenty and backlogs of individ- 
ual companies fluctuate rather 
widely. Thus it appears to be of 
paramount interest to the inves- 
tor to study carefully the specific 
aspects which help to determine 
the investment value of the stock 
of any particular machine-tool 
manufacturing enterprise, instead 
of to judge the industry as a uni- 
form group. 

The most important considera- 
tion should be consistency of past 
performance. The stocks of those 
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companies whose volume has 
gained substantially over the 
years, naturally invite confidence, 
Further, the most inventive out 
fits, which have developed the 
most advanced machines and have 
successfully diversified into other 
growth fields, should be the main 
beneficiaries while finally—the in. 
dividual management’s ability as 
to how they negotiate the com- 
pany’s affairs in lean years - 
should provide a valuable guide 
in making the final decision. 

At the present it is believed 
that Ex-Cell-O Corp., Cincinnati 
Milling Machine, National Acme 
and Black & Decker are the most 
strongly situated. 

Ex-Cell-O Corp. An extens: ve 
diversification program carried 
out by the company in recent 
years through the purchase of 
allied lines and a vigorous new- 
product development program, 
has built up production to a point 
where machine tools bring in only 
about one-third of total revenues. 
Growing backlogs of industrial 
products comfortably offset the 
somewhat volatile defense busi- 
ness, although the latter still 
amounts to about 40% of total 
output. 

The company is the exclusive 
licensee of the “method X” cut- 
ting process while its “Pure-Pak” 
dairy machines, which form, coat 
sterilize, fill, seal and date single 
service milk containers and are 
leased or sold, provide above aver- 
age growth prospects. Some 2700 
of these machines were in use at 
the end of last year with rental 
income of $19.5 million to the 
company or 13% of total 1956 
revenues. 

Reflecting gains in all divisions, 
gross sales rose 62% to $150.26 
million last year from $92.48 mil- 
lion in 1955. With the average 
operating profit margins well 
maintained around the 24.3% 
level, net income increased 48% 
to $4.01 per share from the $2.70 
earned the year before, both re- 
flecting the adjustment for a 2 for 
1 split in March, 1957. This pat- 
tern of increase in overall per- 
formance appears to have carried 
over to the first quarter of this 
year. Sales for 3 months, to Feb- 
ruary 29, were $43.9 million 
which compares very favorably 
with the $30.18 million realized 
the same period a year ago, while 
net earnings of $1.16 per share 
this quarter compares to 88¢ per 
share earned last year on a lesser 
number of shares than now out- 
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standing. 

The ultra conservative indicated 
annual $1.00 dividend on the split 
stock could be supplemented by 
an extra or stock dividend pay- 
ment in the not too distant future. 

Cincinnati Milling Machine. The 
company is the largest machine- 
too! manufacturer in the U.S. 
As a leading producer of a wide 
variety of tools, Cincinnati has 
developed numerous engineering 
advances for the automation of 
manufacturing processes of its 
customers, both capital and con- 
sumer goods manufacturers. In 
addition ,it now makes organic 
chemicals through its wholly 
owned subsidiary Carlisle Chemi- 
cal Works. Products, constantly 
under development, include cut- 
ting fluid bases and compounds 
used in paints, plastic, and rubber 
products. 

Research is strongly empha- 
sized and the company is in a 
strong enough financial condition 
to carry thru any major develop- 
ment. Order backlogs are well 
maintained, and are currently at 
the $100 million level, despite the 
general decline of incoming new 
orders in the industry as a whole. 
Present backlog represents more 
than 6 months of capacity pro- 
duction which is encouraging in 
view of the fact that generally 
this industry operates only on a 
3-6 months order backlog basis. 

Sales were in excess of $149 
million for 1956, against $104 
million a year before while per 
share net earnings of $4.65 almost 
doubled the $2.47 realized the year 
before. Current year’s forecast is 
for further improvements in both 
sales and net earnings, coupled 
with some liberalization in the 
rather conservative dividend pol- 
icv. Thus, the stock, which is now 
capitalized at a little less than 10 
times earnings, a reasonable ratio 
for such a good grade equity, does 
not appear overpriced. 

National Acme. This company 
is the largest domestic manufac- 
turer of multiple-spindle auto- 
matic screw machines. About 45% 
of their machine-tool sales go to 
the automotive industry, 10% to 
the aircraft field and the balance 
to a variety of job shops. 

lost significant among new 
products was the recently intro- 
duced small six-spindle automatic 
bar machine which could handle 
at high speed, material from ;;” 
diameter to stock as small as a 
needle. 

The company’s past record has 
APRIL 
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been good, the cash position is 
strong and it enjoys a simple 
capital structure with 500,000 
shares of common being the only 
outstanding equity. The 23% in- 
crease in sales last year resulted 
in a similar betterment of the net 
income. Earnings of $4.3 million 
or $8.60 per share, an all time 


high in the company’s history, 
compares with $3.2 million, or 
$6.41 a share earned in 1955. 


Higher selling prices and substan- 
tial demand for the company’s 
products indicate favorable earn- 
ings comparison for the current 
year. Dividends should be main- 
tained, augmented by a sizeable 
extra to amount to at least $5.00 
this year, to equal that of last 
year. 

Black & Decker. Although some- 
what different in character, this 
major portable electric tool manu- 
facturer made vigorous strides 
toward product diversification and 
wider distribution, both here and 
abroad. While the company’s prod- 
ucts are used mainly for main- 
tenance purposes, they account 
for about one fourth of the total 
domestic output, with growing 
demand and expanding potentials, 
especially for home-sized models, 
as the national by-product of the 
“Do It Yourself” trend. 

Demonstrated sales and earn- 
ings performance is that of vir- 
tually unbroken growth through- 
out the years with total volume 
of $49.8 million and net earnings 
of $5.17 per share in 1956 respec- 
tively, both all-time highs in the 
company’s history. The continua- 
tion of this trend is expected. 
Thus sales and earnings figures 
for this year should provide grati- 
fying reading. 

Until the scheduled expansion 
program is completed, cash divi- 
dends are likely to remain at the 
present $1.40 annual rate, pos- 
sibly supplemented with extra 
stock distributions. 

In contemplating new commit- 
ments in this industrial group, 
consideration should be given to 
the general market trend, espe- 
cially in view of the fact that this 
group, as a whole, is subject to a 
rather wide fluctuation at times. 
Machine tool stocks, as a rule, do 
not represent blue-chip quality 
issues, thus, proper timing should 
be an important consideration to 
attain satisfactory results. Our 
Market Study, which appears in 
each issue, may serve as a valu- 
able guide for timing commit- 
ments. —END 








Diebold 


'iNCORPORATEO 
Canton 2, Ohio 


DIVIDEND NOTICE 


Manufacturers of Bank Vault 





Equipment Office Equipment 
Fire-resistive Safes ‘ 
Storage Files Rotary, Verti- 
cal and Visible Record Files 
Flofilm Microfilming Cameras and 
Processors 
The Board of Directors of Die- 
bold, Incorporated, at a meeting 
held on the Ist day of April, 1857, 
declared a dividend on the ut- 
Star e shares of the 
corporation of twenty cents (20¢ 
per share, payable May 28, 1957 to 
shareholders of record at the close 
f t ness at the fhce of the 


Transfer Agent on May 15, 1957 
RAYMOND KOONTZ 
President 











Uniteo States Lines 
Company 


Common 
Stock 
DIVIDEND 





The Board of Directors has authorized the 
payment of a dividend of fifty cents 
($.50) per share payable June 7, 1957, 
to holders of Common Stock of record 
May 17, 1957, who on that date hold 
regularly issued Common Stock ($1.00 
par) of this Company 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 














'Unton CARBIDE | 


| AND CARBON CORPORATION 


UCC 


A cash dividend of Ninety cents 
(90¢) per share onthe outstanding 
| capital stock of this Corporation 


has been declared, payable June 1, 
1957 to stockholders of record at | 
the close of business April 26, 1957. j 


BIRNY MASON, JR. 


Secretary 


a ee 














The material on total ad- 
vertising expenditures car- 
ried in our issue of April 13, 
1957, in the article, “$9 Bil- 
lion Advertising Race’, came 
from Advertising Age, issue 
of December 24, 1956. 
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Mergers—Good Medicine 
or Bad? 





(Continued from page 149) 


the record of real “specialists’’. 
The companies which stuck to one 
industry and broadened their skill, 
service and product-line appear 
to have made the most successful 
mergers, and, as it turns out, the 
best earnings. 

Possibly the diversified compa- 
nies have not been wholly to 
blame for erratic market behav- 
iour. A number of corporate man- 
agers have stated their belief, 
which seems entirely credible, 
that investors, hoping for early 
profitable results, have bought 
stocks and pushed up prices, an- 
ticipating by months and years 
the successful results that the cor- 
porate managers hoped to achieve. 

Coal companies and textile com- 
panies which have diversified 
through merger have met with 
radically varying results. Phila- 
delphia & Reading Coal and the 
Pittston Co., essentially coal oper- 
ators, have diversified with mod- 
erate success. Textron and Glenn 
Alden, the latter a coal miner, 
have not yet sampled prosperity. 


Consistent Mergers in Related 
Industries 


In few cases does a merger 
really upset the economics of an 
industry. Bethlehem Steel is at- 
tempting to merge with Youngs- 
town Sheet & Tube, which would 
be favorable to Youngstown hold- 
ers on the basis of the contem- 
plated exchange. Bethlehem for 
its part would acquire the sixth 
largest steel producer, a company 
with large iron ore facilities, and 
a most promising market in the 
Chicago area. Since the U. S. Gov- 
ernment has intervened, there is 
no way of forecasting the out- 
come. There is no doubt that 
smaller competitors of the merged 
companies might feel at a disad- 
vantage. 

A merger in the course of con- 
sumation is that of Carrier Corp. 
and the Elliott Co. The former is 
a top-quality manufacturer of air 
conditioning equipment, whereas 
the latter is a highly reputed 
maker of electric generating ap- 
paratus, turbo units, and electric 
motors. E/iliott needs the protec- 
tive financial wing of the larger 
organization, and, in turn, Carrier 
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can avail itself of an excellent 
supply of electric motors and an 
access to the growing field of 
heavy power generation equip- 
ment. Compared with the market 
price of under 20 a year ago, the 
contemplated purchase price of 
Elliott of just under $40 per share 
shows what the value of certain 
strategic small companies are to 
the purchasers. From all indica- 
tions, however, the merger should 
produce higher sales and earn- 
ings. 

The possible merger of National 
Cash Register and Underwood, 
both in the electronic office equip- 
ment field, is an intriguing one in 
a field which has viewed some 
rather titanic mergers, such as 
Sperry and Remington Rand. A 
move to unify National Cash and 
Underwood would bring research, 
management and financial aid to 
the latter and a rounding out of 
products (typewriters and elec- 
tronic computers) for the former. 
Current market prices for the two 
stocks appear somewhat out of 
line, however, for an easily nego- 
tiated merger. 

There have been a number of 
organizations which have achieved 
preeminence through a_ logical 
series of mergers, and sales and 
profits reflect the earlier wisdom. 
Companies such as Dresser are 
more recent examples of the suc- 
cess that may accrue. In a num- 
ber of instances, the possibili- 
ties appear fortuitous, such as 
McGraw-Edison, J. 1. Case- Amer- 
ican Tractor, American Machine 
& Foundry, and Olin Mathieson. 
Some, like Merritt-Chapman, 
Penn-Texas, U. S. Hoffman have 
been experiencing troubled times, 
which may easily continue. 

The simple, abrupt statement 
in the newspapers to the effect 
that ABC Corp. and XYZ Com- 
pany have merged is too brief a 
commentary on the months and 
possibly years of scouting, nego- 
tiations and hard work necessary 
to effect the merger. Hooker Elec- 
trochemical merged with Niagara 
Alkali and Oldbury in the space of 
one year, yet negotiations and 
overtures had been in a greater 
or lesser degree of progress for 
many years. 

Generally speaking, investors 
have become more and more criti- 
cal of companies which record 
growth almost wholly by merger. 
For one thing, it is difficult to 
estimate earnings or to assign a 
proper statistical evaluation to 
the reported figures. The recent 
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experience has been to downgrad¢ 


merger-rife companies, at leas 
until a clearcut direction of sale 
and trend of earnings has bee 
established. Too often, the accom. 
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dends and still reinvest one-third 
of their earnings. On a “true 
earnings” basis, a $5 billion de. 
cline would wipe out the entire 
margin for growth, and probabh 
cast doubt on the ability of many 
corporations to maintain 
present dividend rate. (By the 
same token, an advance in Cor. 
porate earnings, on a corrected 
basis, would increase the marvin 
for corporate growth much faster 
than would appear from the sin- 
ple, uncorrected accounts that ap- 
pear in the business press.) 

The objective of this recounting 
of the corporate earnings situa- 
tion is certainly not to cast doubt 
on the current valuation of securi- 
ties in today’s market. But the 
recast figures clearly make the 
point that corporations in the 
postwar decade, far from victim- 
izing the economy, have had t 
fight hard for a fair share for 
their investors. The arguments 
that profits are “too big” hardly 
appear justified on any rational 
accounting basis. 

The figures also make the point 
that if corporations are to con- 
tinue in good health, and are t 
continue to pay substantial taxes 
to support the federal govern- 
ment, corporate earnings must re 
main within their present general 
range. Any pronounced decline 
in net corporate retentions, either 
through price controls, credit con- 


trols, higher tax rates, or in- 
creased federal regulation, will 
strike hard at the narrow, but 


critically important, margin of 
growth funds now available to the 
American industrial system. —END 
WALL STREE! 
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>. —ENIR bank may not be required to 
ive information for tax levying 
———$f ¢o'lection purposes. Or for SEC 
ses, for another example. 


ing; ~~ ng “ta” 
Article 273 of the Swiss Penal 
fode is directed against “Eco- 
———hom c information service in the 
= nteres 7 € OY 19 78) . es 
145) nterest of a foreign country 


tis the important provision from 
the fufhe standpoint of operations the 
ted fifl.S. Government is attempting to 
at a Sipssay. It began as a weapon to 
x corfomoat espionage; in its develop- 
1 al owment it prevents the Federal 
r d viffourts of the United States from 
e-thirdpbtaining information without 

“t -yevhich violations of securities laws 
Jor tax statutes cannot be curbed. 
Naturally overtures have been 
ade to the Swiss Government 











he problem can be solved only 
by treaty between the two coun- 
ries. Nothing in existing inter- 
narvinMational compact covers the situ- 
fasterfati 
e sim. 
lat ap-| Unmasking Soviet Investments 
.) a Grave Problem 
anting 
situa} The related problems of Swiss 
doubtfhank secrecy and infiltration of 
ecuri-Soviet investment money into the 
it thefUnited States has given the Sen- 
e thefate’s Internal Security Committee 
n thefgrave concern. 
ictim-| “There should be a full inves- 
ad tofigation of the extent to which 
‘e forf4nd the means by which foreign 
mentspunds, especially money domi- 
“Ens 2. . » Gant — 
ardlyet d or controlled by Sov iet Rus- 

. ‘§sla, or by other alien forces, has 

tlonalpy a. Re Po nageealig a a 
een used to obtain an interest in 
and influence over business and 
industry in the United States.” 

The Senator reported proof 
that large sums of foreign capital 
have come into the country from 
outside sources—“not only of un- 
disclosed origin but, because of 
laws in certain foreign countries, 
of unascertainable origin.” 

The Senator struck a chilling 
note when he added: 

“These sums of foreign capital 
are now being invested in defense 
Industries of the United States 
anc in American business in gen- 
era, and because of their un- 
known ownership are causing 
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concern for officials of the De- 
fense and Commerce Depart- 
ments, as well as officials of the 
Securities and Exchange Com- 
mission. 

“There is demonstrable evi- 
dence of Soviet interest in foreign 
funds coming into the United 
States in that German bonds 
looted from Berlin in 1945 by 
the Soviet Army are appearing 
for validation in this country.” 

Senator Olin D. Johnston, who 
sat as chairman of a subcommit- 
tee, added this information and 
comment: 

“Communists in the United 
States became increasingly active 
in the late 1940’s in industrial in- 
vestments. We know that Com- 
munists are becoming more and 
more interested in capital enteer- 
prises. At the same time possibly 
along different lines, we have no- 
ticed that in recent years a num- 
ber of United States companies 
have been taken over in whole or 
in part under circumstances that 
are not readily understood. 

“This phenomen has been made 
possible through use by individ- 
uals of foreign banks, companies, 
and organizations, which have 
acted as a cover through which 
true identity is hidden. The end 
result is an anonymous position 
in United States industry. 

“This could represent, among 
other things, Americans evading 
our laws, or Communist or untax- 
paid underworld interests, We be- 
lieve that there is need for inves- 
tigation and possible legislation 
to protect the internal security of 
the United States against infiltra- 
tion created by programs of cer- 
tain foreign countries which per- 
mit undisclosed moneys of citizens 
of all nations, including Commu- 
nist ones, to invade the United 
States economy.” 

Arthur I. Bloomfield, the senior 
economist of the Federal Reserve 
Bank of New York, advised with 
the Senators on the problem. His 
testimony “indicated,” the Sena- 
tors, said, that It would be pos- 
sible for Soviet sources to cause 
capital to come into the United 
States and buy into American in- 
dustry, even into some of the most 
vital defense projects. He pro- 
duced records to show that offi- 
cially recorded foreign invest- 
ments in the United States at the 
end of 1954 amounted to $26.8 
billion—a huge increase in a five- 
year period studied. 

The record reflects the fact that 





MANUFACTURING COMPANY 
Framingham, Mass. 


DIVIDEND NOTICES 


“A” Common and Voting Common: 


A quarterly dividend of 40 cents per 








share on t “A"’ Common and Vot 
ing Com Stocks will be paid 
June 3, 1957, to stockholders of 
record May 6, 1957. 

Debenture: The regular quarterly 
dividend of $2.00 per share on the 
Debenture Stock will be paid 


June 3, 1957, to stockholders of 
record May 6, 1957 


R. N. Wallis, Treasurer 
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Great Profit-Making Opportunities! 
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“Stock Market News and Comment” 
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Swiss holdings of American 
stocks amounted to almost $1.5 
billion, Switzerland constantly 
cropped up in the Senate Com- 
mittee study as a particularly 
troublesome point of origin, ag- 
gravated by the stymie of secrecy. 
The maintenance of anonymous 
accounts in Switzerland, the com- 
mittee found, is a common prac- 
tice in that country and there is 
no conceivable way of knowing 
the nationality, let alone the ideu- 
tity of stockholdings that would 
be purchased from these accounts. 
Mr. Bloomfield ruefully admitted 
there is no way the Federal Re- 
serve Banks can trace ultimate 
(Please turn to page 192) 
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ownership of stocks. Soviet 
sources could buy into a United 
States company without detec- 
tion, he illustrated. 

A parade of witnesses, many of 
them Federal economists, con- 
firmed that this country is up 
against a stone wall. They 
brought out that it is probable 
that many of the investments now 
listed as of foreign origin are in 
fact those of secret American in- 
vestors drawing the capital from 
a foreign source. 


Serious Dangers in the Situation 


M. Joseph Meehan, Director of 
the Office of Business Economics, 
of 


Department Commerce, 








Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 29 

25/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 6 

26'/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 38 

30/2 cents per share. 


The above dividends are pay- 
able May 31, 1957, to stock- 
holders of record May 5. 
Checks will be mailed from the 
Company's office in Los Ange- 
les, May 31. 


P.C. HALE, Treasurer 


April 19, 1957 
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pointed up the grave danger that 
lies in the undiscoverable foreign 
ownership: He esimated that the 
recorded total of $26.8 billion 
made up foreign investments in 
the United States which could be 
withdrawn on very short notice 
at any time, raising the possibil- 
ity that sudden selling on the part 
of foreign sources could cause 
economic disruption in the United 
States! 

From the Securities and Ex- 
change Commission, came the 
comment of J. Sinclair Arm- 
strong, Chairman, in an air of 
resignation: 

“We are extremely concerned 
at the growth in anonymous in- 
vestments and it is impossible to 
obtain information because many 
holdings are in the names of for- 
eign interests. It appears that 
there may be securities coming 
into this country from Canada 
and Switzerland which would be 
required to be registered under 
the Securities Act, and they are 
apparently being traded in the 
securities market of this country 
without registration and we can- 
not tell where the money is com- 
ing from.” 

All of this is adding to the wor- 
ries of the Pentagon —and they 
are genuinely concerned. Robert 
Lee Applegate, staff director of 
the Industrial Security Programs 
of the Department of Defense 
says the Pentagon has no way of 
ascertaining the identity of all 
foreign investors in American 
concerns which are doing defense 
contract work. 


German Bonds — Some Stolen — 
Others Valid 


The Office of German Affairs, 
State Department, has been in- 
vestigating the source of German 
bonds which are being presented 
for validation here. They have 
been identified as securities taken 
when the Reds looted Berlin in 
1945, and their appearance here 
suggests another possible avenue 
by which Soviet money could be 
entering the United States. 

The bonds were stolen. There 
is no valid title, therefore, in So- 
viet hands. But the possibility 
that some may have been the 
legal property of Soviet citizens 
has prompted a cautious ap- 
proach. A validation board com- 
posed of representatives of the 
United States and of the German 
Federal Government is now at 
work. 


THE 


Following default by German 
to pay her bond obligations afte 
Hitler came to power, Germa 
individuals, and their Govern 
ment, purchased substantia 
amounts of German bonds in th 
United States at depressed price 
These securities were in Berlij 
bank vaults in 1945 when th 
Russian troops entered the cit 





Included were Government bonds 
bonds of the Dawes and Youn 
loans, bonds of private corpora 
tions and insttutions—face valu 
was estimated at $600 million 
those stolen from Berlin vault 
were appraised at $350 million 
Of the bonds presented so far, ap 








Foreign Holdings of Domestic 
Stocks, by Selected Countries, 
1949 and 1954 


(Market value; in millions of dollars 


Value Value 
12/31/49 12/31/5 
Grand total 2,240 5,004 
Western Europe- 1,490 3,485 
Belgium 68 150 
France 57 157 
Netherlands 312 491 
Switzerland 522 1,353 
United Kingdom 450 1,153 
Other countries 81 181 
Western European 
dependencies 52 118 
Canada- 480 910 
Latin American 
Republics- 173 377 
All other- 45 114 


1_Preliminary. 

*—Grand total and area totals exclude 
the following holdings by United 
States citizens resident abroad ap- 
proximately as given for 1941 Treas- 
ury Census TFR 300: Total $250 mil- 
lion; Canada, $25 million; Latin Amer- 
ica, $40 million; Western Europe, $175 
million; other countries $10 million. 

Source: U. S$. Department of Commerce. 























proximately $140 million face 
value have been validated. Large 
lots, totaling several hundred 
thousand dollars, and in the opir- 
ion of board members a part of 
the loot, have been denied valida- 
tion. 
Pending today are proceedings 
involving millions of dollars of 
securities on which question of 
Soviet possession (but not legal 
title) is involved. The board has 
two years to run its course, Vali- 
dation is denied in the absence 
of proof that the profferred bond 
was at a place other than Berlin, 
in 1945. 
The Senate Internal Security 
(Please turn to page 194) 
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Committee hopes it will be able to 
“break” this Communist infiltra- 
tion on the basis of testimony 
that will be required of a witness 
now under subpoena: he had at- 
tempted to validate German bonds 
in the amount of $245,000, but it 
was established that his bonds 
were, in fact, in Berlin at the 
time of the looting. 

For an understanding of how 
Switzerland, which is not a major 
world power, comes into the pic- 
ture so importantly, it is neces- 
sary to review European regula- 
tions on shipment of money to 
the United States. Most of the 
countries bar such transactions; 
Switzerland permits it — and for 
that reason has become the fun- 
nel, its banks the agents. If a 
Russian national, or his Govern- 
ment, wishes to make an invest- 
ment in American defense indus- 
try, he could handle it through a 
Swiss bank with no record of the 
real party in interest, apparent, or 
available. 


Huge Investments in U. S. by 
Unrecorded Owners 


Of interest to the Internal Rev- 
enue Service is the fact that an 
American can deposit his funds 
in Switzerland and, through the 
bank, purchase United States cor- 
porate interest, yet the money 
could not be checked on for tax 
or other purposes. 

Some of the Swiss investments 
are buried in the “Western Eur- 
ope” financial classification but 
Senate Committee Counsel Robert 
Morris, who has screened all re- 
ports carefully, ventured: 

“‘We know, at least, there were 
two or three billion dollars or 
more invested from Switzerland 
in United States industries. Addi- 
tionally there are Swiss invest- 
ments in this country in forms 
other than short-term assets or 
stockholdings which may amount 
to several hundred million dollars, 
in addition to the amount just 
mentioned.” 

The Swiss system is familiar 
to every center of finance. The 
Swiss are known to protect the 
identity of the people they deal 
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with. Part of the system by which 
they have built a huge interna- 
tional banking business is to pay 
strict attention to what they call 
banking secrecy. 

Unfortunately, U. S. Govern- 
ment figures are not complete for 
a period more recent than in 1954. 
And they cover only recorded 
matters, a void which the current 
spate of inquiries seeks to fill. 

The 1954 figures show United 
States investments abroad stand- 
ing at $42.2 billion, earning about 
$2.8 billion in that year; recorded 
foreign investments here totaled 
$26.8 billion, earning $550 million 
in 1954. Certainly the Government 
should take whatever steps are 
necessary to uncover the secret 
sources of investment capital flow- 
ing into American securities. 

—END 
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characteristics would provide as- 
surances against market setbacks. 
This notion, of course, neglects 
the timing element so important 
in all stock purchases, but vital 
in the purchase of growth stocks. 
Even the most dynamic growth 
stocks do not go up in a straight 
line. In fact, a significant reduc- 
tion in the premium that investors 
are willing to pay for growth is 
usually as accurate an indicator 
of basic change in market senti- 
ment as we have. 


Comments on Growth Stocks 


The accompanying table con- 
tains data on twenty-two com- 
panies which either are, or have 
been called growth stocks in re- 
cent years. We are deliberately 
eliminating many outstanding 
growth stocks in the oil, chemical 
and electronics industries, because 
each of these industries has re- 
ceived extensive treatment in this 
magazine in the very recent past. 
For simplicity we shall consider 
these issues in three separate 
groups: those which at their high 
were selling over twenty times 
earnings, those which were selling 
between fifteen and twenty times 
earnings and those in the under 
fifteen times earnings category. 


Stocks Selling Over Twenty 
Times Earnings 


ALUMINIUM, LTD., the world’s 
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largest producer of aluminum out. 
side the United States, is particu. 
larly well situated because of its 
access to cheap power sites ip 
Canada. Nevertheless, when 
growth stocks receded recently, 
Aluminium also failed to hold its 
market gains—apparently indicat. 
ing there was considerable profit 
taking in recognition of the tem. 
porary over-capacity which has 
developed. However, this stoc’: is 
well worth retention. 
AMERICAN POTASH & CHEMI. 
CAL is an important producer of 
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agricultural chemicals which 1asf#09!ng 
kept itself in the growth stockpct- Ye 
class by aggressive research .ndpigh pri 


the development of new produ ts, 
In light of the over-production 
of agricultural chemicals, furt ier 
market growth may be retarced, 
although the company has becc me 
an important factor in the new 
products, lithium and boron, both 
of which appear to have enor- 
mous, yet unchartered growth po- 
tential—and can undoubtedly aid 
the company’s future prospects. 
But for the moment the stock 
seems amply priced. 

FREEPORT SULPHUR has demon- 
strated its ability to turn its 
enormous reserves into earnings, 
while developing new resources 
and new interests. Although sul- 
phur is its major product it also 
has important oil, cobalt and 
nickel interests. Sulphur has be- 
come an oversupplied market but 
the speculative appeal of nickel 
and cobalt interests has kept the 
stock at or near its bull market 
high. However, the declining price 
of copper may reduce the profit 
potential from nickel operations. 
At 109 the stock seems fully priced. 

PANHANDLE EASTERN PIPELINE, 
like EL PASO NATURAL GAS is a 
major factor in the natural gas 
industry. Both of these compa- 
nies, despite the lower market 
evaluation for E] Paso, wear their 
growth stock mantle well. The 
stability of both stocks in recent 
markets indicates faith in their 
ability to continue to develop na- 
tural gas markets in the growth 
areas they serve. The near term 
price prospects, however, will de- 
pend on the action Congress 
takes on the pending natural gas 
bill. 

GENERAL ELECTRIC and UNION 
CARBIDE are growth stocks in the 
classic tradition. Both are enor- 
mous organizations fully equipped 
to properly exploit new develop- 
ments in the multitudinous in- 
dustries in which they operate. 
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cy.phese companies have a special] 
itsptatus of their own, and in them- 
infelves provide a diversified stake 


when§a many industries. Both are well 
‘ently Worth retaining. 
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M‘NNESOTA MINING & MANU- 


gt. FAC URING and OWENS-CORN- 


oft (NG FIBREGLAS both appear to 


.m.pe Cver-bulled situations despite 
rasphei) excellent growth character- 
.gstics. Minnesota Mining has long 
femonstrated its growth stock 
haracter in recognition of its 
fpnusual success in consistently de- 
;pelooing new and profitable prod- 
ek pets. Yet, despite Minnesota’s 
nipigh. price-times-earnings ratio, 
ts Pwens-Corning far outstripped it 
onfa recent years, reaching a price- 
times-earning ratio of 54.8 which 
Wwindled fairly quickly to 30.7 
from 
»y pts high. Minnesota Mining, which 
ith pad not been carried to such ex- 
yy-eesses reacted only 11.5% in the 
y.pame period. Both stocks still 
overvalued. 

ts | TEXAS INSTRUMENTS, selling on 
price-times-earn- 
ings basis, has all the earmarks 
f «a budding true growth stock, 


1er 


<_< 


time. The company has made 
enormous strides as a supplier of 
geophysical instruments and serv- 
ices to the oil industry, and is a 
major producer of transistors. 
_WManagement is young, energetic 
and far-seeing, but the recent 
sharp run-up of the stock may 
have discounted near-term devel- 
jpments. 

AMERICAN GAS & ELECTRIC is 
akey utility company in the rap- 
idly developing Ohio River Valley. 
As recently as 1955, 107 major 
plants and coal mines began oper- 
afitions in the area. Kaiser Alu- 
minum and Olin Mathieson Chem- 
ical have since entered the terri- 
tory along with many others. To 
meet this new demand on capac- 
ity, American Gas has worked out 
a number of joint agreements 
whereby industrial enterprises in 
their sector will help defray the 
of new generating capacity. 
The stock seems to have partially 
discounted many of these devel- 
opments, however, at least for the 
present. 

INTERNATIONAL PAPER. This 
larvest paper company, also oper- 
ating importantly in chemicals, 
has reacted sharply from its bull 
market high, yet its past per- 
formance and future outlook place 
it in the true growth stock class. 
Afier a number of successive rec- 
ord-breaking years, signs of tem- 
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porary over-capacity are appear- 
ing in the paper industry. The 
stock has reacted to these mis- 
givings despite excellent earnings 
and a generally unanimous view 
that for the long-term, the indus- 
try will need all the capacity it has 
created. Near its two year low, 
the stock warrants retention. 


Stocks Selling Between 15 and 
20 Times Earnings 


The second group—those which 
are selling at between fifteen and 
twenty times earnings, is com- 
posed primarily of stocks which 
by definition must be considered 
long range growth equities. 

STANDARD OIL OF NEW JER- 
SEY, the largest factor in the oil 
industry, has demonstrated time 
and again its right to the growth 
stock title. Despite misgivings in 
some quarters concerning the 
effect of international troubles, 
and the possibilities of substitute 
or alternate forms of power gen- 
eration, Jersey seems invulner- 
able. Its top-ranking management 
and world-wide diversification 
protect it from being seriously 
affected by adverse developments 
in any one area, while we would 
venture to guess that they will 
have an important stake in any 
new competing fuel or power. In- 
vestment positions should be 
maintained. 

GENERAL DYNAMICS, which but 
a few years back was only a smal] 
ship builder, has, through a series 
of well chosen mergers and acqui- 
sitions, acquired a greatly diver- 
sified stake in some of our most 
exciting industries. In a_ short 
space of time it has become the 
second largest defense contractor, 
and a growth company of im- 
portance. Altogether, it is a first- 
rate growth stock. It warrants 
retention for both near term and 
for long term potentials. 

SPERRY-RAND is a major pro- 
ducer in a number of important 
growth industries, but it has been 
beset by internal difficulties aris- 
ing from the merger of the Sperry 
Corp., and Remington-Rand and 
by competitive conditions in some 
of its important fields of endeav- 
or. The company has the research 
and development know-how to re- 
assert its growth characteristics 
once its current difficulties have 
been overcome. Subscribers to 
this publication who bought this 
stock when we recommended it, 
and who hold it at an adjusted 
price of $8 (after splits), should 


maintain their position. 

OUTBOARD MARINE has per- 
formed extremely well market- 
wise. Nevertheless, it has not been 
evaluated as a true growth stock. 
For the key to its exceptional suc- 
cess has been the boom mostly in 
engines designed for small boats 
and high cost power lawn~.owers. 
There is no gainsaying the enor- 
mous growth of both of these 
fields, but whether the increased 
leisure time and the high level of 
income which make them possible 
will continue through troubled 
times is something of a question 
mark. Currently selling at 815% 
and paying $1.80, it seems too 
high for consideration at this 
time. 

RADIO CORPORATION OF 
AMERICA is the “ominant unit in 
most electronic fields for both 
military and civilian uses. It is 
also one of the leaders in the 
radio and television broadcasting 
industries, and the most impor- 
tant pioneer of color television. 
The company expends enormous 
sums on research, sometimes with 
a view toward development in the 
very distant future. These expen- 
ditures have retarded net earn- 
ings growth in the past. Its ex- 
periment in color television has 
been an expensive, and so far, 
non-rewarding one. It can be held 
for its very long range growth 
potential. 


Stocks Selling 
Under 15 Times Earnings 


In the under fifteen times earn- 
ings group are four stocks with 
no real common ground. 

FANSTEEL METALLURGICAL is an- 
other company which must await 
the test of time before it can be 
classed a growth stock, although 
it has been labelled so in some 
sectors. Company’s original activ- 
ities were in the processing of 
tungsten and molybdenum for use 
in electrical contacts requiring 
resistance to extremely high tem- 
peratures. It is now the major 
specialist in applications for two 
rare metals—columbium and tan- 
talum. Sale of these metals in 
powdered form as alloying agents 
is an important source of rev- 
enue, as is its production of selen- 
ium rectifiers for the electrical 
industry and cemented carbides 
used for drilling by the mining 
industry. Whether recent excel- 
lent results stem from particu- 
larly favorable economic circum- 

(Please turn to page 196) 
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stances, or are permanent in na- 
ture remains to be seen. We 
favored the stock at much lower 
prices. 

BETHLEHEM STEEL selling at a 
little higher price earnings ratio 
than most steel stocks but con- 
siderably lower than most growth 
stocks, has always shown definite 
growth characteristics. Its excel- 
lent earnings record and its im- 
portant position in the steel in- 
dustry, coupled with its large 
shipbuilding backlog at a time 
when all available capacity is 
necessary to make up the world 
shortage of large oil tankers and 
other merchant vessels, gives the 
company great individuality. As 
a prime beneficiary of expendi- 
tures for defense, roadbuilding, 
public construction, shipbuilding 
and major consumer and pro- 
ducer durables, it is a stock to 
be retained. 

W. R. GRACE & COMPANY has 
been firmly entrenched in Latin- 
America for many years. Opera- 
tions there are diversified and in- 
clude transportation, agriculture, 
banking, manufacturing and min- 
ing operations. Recently the com- 
pany has been aggressively ex- 
panding its activities in the 
United States through the acqui- 
sition of fertilizer chemical pro- 
ducers and other chemical inter- 
ests. The company also owns a 
rare earths processing firm which 
extracts thorium from monazite 


Diamond 
Chemicals 


Regular Quarterly 
Dividend on Common Stock 


The Directors of Diamond Alkali 
Company have on April 18, 1957, 
declared a regular quarterly 
dividend of 45 cents per share, 
payable June 11, 1957, to holders 
of common capital stock of 
record May 20, 195”. 
DONALD S. CARMICHAEL, Secretary 
Cleveland, Ohio - April 19, 1957 


DIAMOND ALKALI COMPANY 


Chemicals you tive by 
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sands. As a result of these acqui- 
sitions, W. R. Grace & Company 
is now generating more earnings 
than ever before within the 
United States, yet is sacrificing 
none of its growth potential in 
Latin-America. Its alert and ag- 
gressive management augurs well 
for the future. 

CHAMPION PAPER, a producer 
of bond and coated papers as well 
as paper containers has been a 
victim of overproduction in paper 
and intense container competi- 
tion. The stock retreated with 
paper stocks generally and after 
a recent stock split. The stock 
has been discounting adverse de- 
velopments and is worth holding 
at current prices. —END 
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known by investors is the fact 
that aggressive new management 
has diversified operations in re- 
cent years to the point were phar- 
maceutical and nutritional prod- 
ucts (the latter in addition to 
Pablum) account for nearly 90% 
of sales. The expansion evidently 
has been soundly planned, has 
been financed mostly out of re- 
tained earnings, and is going to 
be carried further in a substan- 
tial program now scheduled over 
the next three years. The gen- 
eral scheme is to stick to stand- 
ard—mostly trademarked—prod- 
ucts, avoiding any “wonder” drug 
that could be outmoded. In each 
of the last three years, earnings 
have risen more than 20%. They 
reached a record $2.40 a share 
last year, against 1955’s $1.94. 
Present indications suggest a 
somewhat larger gain this year 
to somewhere around $3 a share, 
and a sizable increase in the con- 
servative $1 dividend rate. The 
stock recently rose, about in line 
with the drug group, to a new 
bull-market high of 39, at which 
it is priced at 13 times likely 1957 
earnings. Its highs of the past 
eight years were generally around 
15 times earnings, while those of 
the period 1945-1948 ranged from 
nearly 21 to over 31 times earn- 
ings. Considering the amount of 
money that is looking for “in- 
teresting” special situations in 
this market, attainment of a ratio 
of, say, 18 times earnings is not 
inconceivable. Should earnings 
continue to rise at anything like 
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_in 1956 as compared with 61 cent 


the present rate, the stock migij 
reach levels anywhere between j 
and 100 between now and two} 
three years hence. Of course, y 
cannot say precisely what it wi 
do, but the longer-range pote 
tials strike us as well above vey 
age. So do those for this yeur. 

EN 
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Net earnings per share f 
1956 were $2.90, compared wit 
a corresponding 1955 figure 
$1.74, calculated on the bas's « 
1,979,846 shares of common : to 
outstanding after a 3-for-2 : toc 
split October 4. 

Also, on October 4 an increase 
cash dividend was declared «€ qui 
to 2214 cents per share on t! 
shares outstanding after the s toe 
distribution. Total cash dividen 
amounted to 71 cents per snar 


in 1955. 

During 1956, Trane sold ° 20 
000 shares of common stock, pr 
viding $5,700,000 for financiny: ex 
pansion, With expanded produce 
lines Trane believes it is in thé 
best competitive position in its 4 
year history. 

A modernized and expande 
line of self-contained air condi 
tioners was introduced in 195 
representing the company’s firs) 
serious interest in the package 
field, a vast market. The centrifu 
gal compressor line was expandej 
to include equipment for ver 
large air conditioning applica; 
tions. The company has also in 
troduced other product lines ani 
the outlook for 1957 continue 
favorable. EN! 
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(Continued from page 137) 
and armaments leaves very little 
for increased consumer demands 
and that, therefore, consume! 
spending must be continuously 
kept down by the most drastic 
means, regardless of their psy: 
chological effect on the popula 
tion. 

Let us hope that the neutralist 
countries of Asia and Africa wh 
are increasingly looking to the 
Soviet Union for economic help 
and advice draw the right lessot 
from the latest economic reform 
in the “Workers’ Paradise.” 


STREET! 





M1. 


depen 
their 
We 
and t 
make 
porar 
ahead 
achie* 
vestm 
In 
see 
conqt 
auton 
ome 
techn 


Th 
vestm 
many 
less a 
this a 
tinuir 
fessio 


Expei 


Ou 
detail 
takin, 
versif 
day’s 


Issue: 


De 
your 
most 
preve 
dated 
unfay 
make 
panie 
pects 


S:S ( 
to 
toc 


€ qua 


© DOC 
en 
S$ nar 
cent 


21) 


1 thé 
ts 4 


nde 
ond 
1 956 
firs 
age 
rifu 
nde 
ver 
ica: 


an 
nues 
ENI 


ittle 
inds 
mer 
isl} 
stic 
S\- 


ila- 


list 
vht 
the 
el 
sol 
rm 


EET 





Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important 


ost investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five. ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality . . . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor. 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


To Investors With $20.000 or More!) 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








- ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—se if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


{ division of THe Macazine or WALL STREET. 


90 BROAD STREET 


1 background of nearly fifty years of service. 
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Western Union marks the 19th year of 
its shareholder interview program 
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Western Union interviews shareholder Leonard Ross 


Interviewer: Leonard, as a new Western Union share 
owner, perhaps you have some questions about the 


? 


Company: 


Leonard: Well 


ing them is a welcome change. | have read your 


asking questions instead of answer- 


annual report and latest quarterly report which 
give me the financial information I wanted. But | 
am curious about one thing... 
Interviewer: What's that? 
Leonard: This call. Does Western Union call personally 
on other share owners, too? 
Interviewer: We certainly do. In fact, we were the 
first company to begin such a program almost 20 


years ago. And share owners say they like the idea. 


Leonard: It seems to me that you not only give a 
share owner a chance to get all the information 
he wants, first hand, but you're also treating him 


like the owner he is. 


Since 1939, thousands of shareholders, like Leonard 
Ross (winner of $161,000 on television for his knowledge 
of the stock market*) have had a unique opportunity 
to ask questions and make suggestions to their manage 
ment. We believe this program continues to make 
Western Union a better company, both for its share 
holders and its employees. 

*Top prizes on “The $61,000 Challenge” and “The Big Su rprise’ 


=) WESTERN UNION 
TELEGRAM 


ON ANY OCCASION ...| 





IT'S WISE TO WIRES | 











nal 
ledg 
unily 


nage 





